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Advancement Of Management 
MES 
LL institutions originate and grow strong only through Nation 
serving a deep social need. All institutions tend, once as 
having originated and become strong, to become an end in them- ery 
selves. The only protection against this institutional “harden- N. S 


Fourth 


ing of the arteries” and “stiffening of the joints” is the frequent 
reidentification of and rededication to the current social needs. 


The Taylor Society began from students of Taylor pressing forward in their own train- sident 
ing and in the further development of Taylor’s work. It is clear from Taylor’s writings that se 
he envisioned the across-the-boards development of scientific management. However, ac- ment | 
tually, as was natural, he and his disciples began being scientific in a rather limited area. a? 
They were concerned mainly with the time and motion study in the shop. It was perfectly asuret 
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Brector- 
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cutive 


natural that scientific management should, for a while, be identified in the minds of 
both the public and of the practitioner with the problems on which it started. Accord- 


ingly, there has been some tendency for the Society for Advancement of Management to 2 Pre 
perpetuate this restriction of interest. — 
However, if we now go back and find out what are the manager needs at this time in Remin 
management science, it seems clear that Taylor would now call on us to go forward to ee 
the whole of his philosophy. He would challenge us to evade the temptation to “argue puriver 
about dividing up the surplus” and, instead, to “center our effort on increasing that sur- | a 
plus.” He would challenge us to be scientific about all managing problems including human te 
relations, union negotiation, management development, economic forecasting, production ditor 
planning, automation, and linear programming. ‘. 
If Taylor were living today he would almost certainly point out that the entire Amer- +" 
ican system must be advanced and not just a few pioneering companies. This advance EEFR 
would entail the development of a genuine management profession in all companies at os 
all levels. This would certainly require a widespread, continuous, on-the-job local devel- or Ex 
opment activity on the part of all managers. In other words, his Society today would have os 
to advance not merely in industrial engineering but in the whole of American manage- strati 
ment. In this sense “advancement” in our Society’s name would mean scientific advance- ay 
ment both in research and in utilization. Accordingly, each local chapter responding to 4 
the basic need of its community must provide a research and training center, enabling all Direct 


e Pr 


business management in that community to become increasingly scientific in solving the ALI 


production, distribution and development problems of their own community in its appro- r 
priate community-responsibility for the American way of life. The issues of history in our ee 
time are issues of industrial and economic power. There are several ways in which we ee 
could fail to meet those issues. We might allow a slave power system to out-produce free OTT 
men. We might fall apart amongst ourselves contending over dividing our own production. 
We might stagnate by lack of research or “plow back” of capital. There is only one 
way that we can escape all three ways of failing—only one way we can succeed. That way 
is decentralized initiative in developing free and scientific attack on problems of production, 

“distribution and personnel development. 

The S.A.M. chapter which leads its community and all community resources to 
a focus on this community problem will be choosing the only appropriate way of honoring 
Frederick Taylor and of leading the world toward the mastery of its destiny, both eco- 
nomic and social. It is S.A.M.’s mission to give America “men to match her mountains; 
men to match her plains—men with empires in their vision, with epochs in their brains!” 
F. F, BrapsHAw 
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About This Issue... 


Management Development In Small Enterprises 


HE vast majority of business enterprises in the United States—perhaps more than 95%—may be 

classified as “small business” under almost any reasonable criterion. In total, small business 
is big business. Excluding farms, it is said that there are nearly four million small business firms in 
the United States, over 60 percent of which are in retail trade and service categories. Although 
the large firms apparently > mre many industrial categories, small firms still do a large share 
of the total business in the country—in fact, they are relatively about as important today as they 
were sixty-five years ago when the Sherman Act was passed. 

Not only is small business big business, it is important and significant business. The central 
idea of the American economic system is freedom to engage in enterprise. To assure freedom of 
the market place, there must be opportunity to compete. The full expression of personal initiative 
and judgment must be assured as vital to the well-being of the whole economy. The small business 
is centrally significant in the accomplishment of this task because it is frequently the vehicle for 
expressing our most important economic resource: enterprise. 

It is recognized, of course, that the small business firm faces a number of special problems in a 
highly industrialized economy. Frequently small companies are unable to use the many highly spe- 
cialized talents required in the successful operation of modern business organizations. They may be 
at a disadvantage in their search for investment capital. They may lack the resources for influencing 
potential buyers. The management may be seriously handicapped because of limited point of view 
and “know-how.” 

The rate of mortality among small business firms appears to be relatively high. An analysis 
of the causes seems to indicate that the firms fail not so much because the management is unable to 
carry on the day-to-day operations, but because it is unable to see and understand some of the most 
basic problems involved, and to bring proper knowledge to bear in their solution. A Dun and Brad- 
street study of the causes of failure in 1953 lists “incompetence” as accounting for more than 55 
percent of the failures; “unbalanced experience” as responsible for almost 15 percent; and “lack of 
management experience” as accounting for 9 percent of the failures. Although these classifications 
are not sharply defined and may be subject to questions, it is certain that lack of over-all understand- 
ing of management problems is frequently the explanation of small business failure. 

In an effort to be of assistance to small business owners and managers, the Society for Advance- 
ment of Management, with the cooperation of the U. S. Small Business Administration, organized 
a two-day national conference program devoted to the theme of “Developing Profitable Management 
for Small Business,” held on June 7-8 in New York. The series of articles and reviews about small 
business in this issue of Advanced Management is a part of that program. 

Wilford L. White, Chief of the Managerial Assistance Division of the U. S. Small Business 
Administration, leads off with an article entitled, “Small Business Plans For Profit,” in which he 
makes a significant distinction for the manager between the operation and the administration of a 
business, and discusses some of the main administrative problems with which a small businessman 
must grapple if he is to manage his firm smoothly and efficiently. 

In an article entitled “Marketing—Last Frontier of Scientific Management,” Charles W. Smith, 
Consultant on Marketing with McKinsey & Company and recently elected President of the American 
Marketing Association, discusses prevalent attitudes toward more scientific marketing procedures and 
shows how they can be used by the small businessman to vitalize all phases of his marketing activities. 

“Is Small Business Managed?” asks Phil Carroll, Professional Engineer and S.A.M. Vice Presi- 
dent. He shows how work standards can be used in the small business to reach more basic and 
accurate measurements of the work the company is doing, leading to the establishment of significant 
business trend lines. 

Clifford C. James, Dean of the School of Business, Industry, and Management of the University 
of Baltimore, describes the life cycle of a small business and analyzes the planning, building, and 
controlling which the small businessman must utilize in order to properly coordinate his business, 
in his article entitled, “Coordinated Management For Small Business.” 

The small business features in this issue are rounded out with two book reviews, one by Wil- 
ford White of the book, How To Organize and Operate A Small Business, and the other by Robert 
Schaffer, of Fred Rudge, Inc., of Personnel Management In Small: Plants. Wilford White has also 
provided the series of “Recommended Readings for The Small Businessman.” 

While this series of articles is not a report of the proceedings of the S.A.M. Small Business 
Conference, it does utilize some of the principal contributions made by the twenty-five small business 
authorities participating in the program, with which the Society contributes toward management 
development of small enterprises. 
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Do you have to make too many emergency decisions in managing your 
business? Do you tend to over-emphasize what you know best? Is 
your cost control adequate? Do you adapt quickly to changing busi- 
ness conditions? The ten most important and current administrative 
problems of small businessmen, as discovered in a survey, are described 
and analyzed here, and practical solutions proposed. 


mall Business Plans For Profit 


HORTLY after World War II, I en- 
tered the office of Walter Brown, 
e owner of a small machine shop in 
ntral Connecticut. It was a small 
om, built into the corner of a manu- 
cturing building. The office was 
mpty. A half typed letter was in the 
pewriter. The telephone was ringing. 
iter a few moments, I stepped out 
to the plant and found Mr. Brown in 
business suit, covered with a large 
bron, working at one of his power 
achines. Like so many of his con- 
mporaries, he had a delivery date to 
eet and as he saw it, the only way it 
buld be met was to join the boys in the 
ant and help turn out the product. 
More recently, I visited Mr. Green in 
s modern hardware store in a Vir- 
nia community. As I entered, he was 
the sales floor, selling an aluminum 
ew pan. After the sale was completed, 
€ stood over in the corner and dis- 
sed our business. During the con- 
sation, it came out that he used to 
eve a desk and chair on the balcony 
t the space was needed for storage. 
tthat time, he moved his records and 
ies home, where he did his office work. 
sides, he was needed on the sales 
oor to take care of the customers who 
oked t» him for advice and help. 
Mr. Brown and Mr. Green are real 
‘ople. They own their own business. 
ey administer and operate two small 


By Wilford L. White 


Chief, Managerial Assistance Division 


businesses. To say that they administer 
them would be substantially incorrect. 
The distinction between administra- 
tion and operation is important. If for 
no other reason, it is important because 
it emphasizes the fact that many own- 
ers of smaller businesses are so busy 
operating that they have no time to 
administer. “Operation” means keep- 
ing the doors open, buying raw materi- 
als and selling the finished product, 
raising money, meeting payrolls, pro- 
ducing and shipping goods. Every 
business operates or closes its doors 
figuratively or literally. “Administra- 
tion” means planning for more than a 
day or week at a time; programming the 
operations to the advantage of the busi- 
ness as a whole; controlling effectively 
materials, manpower, and money. One 
of the most serious weaknesses of 
smaller businesses is that administra- 
tion is limited or almost altogether lack- 
ing. Management must be occupied with 
more than day-to-day operations. 
Recently, a group of owners of small 
businesses were asked to state their most 
important, current problem. Here are 
their administrative problems: 
1. Forced to make too many crisis 
decisions 
2. Need more knowledge of all 
phases of management 
3. Over-emphasis of what the owner 
knows best 


U. S. Small Business Administration 


Washington, D. C. 


Too little time for planning 

Insufficient long-range planning 

Inability to determine desirable 

size 

Inadequate cost control 

Unwillingness to share ownership 

Inability to meet changing busi- 

ness conditions 

10. Lack of knowledge of where to 
go for help 

They cited other problems also, but 


these relate especially to administra- 
tion. Let’s discuss each of these prob- 
lems and point out various solutions 
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Through combined government and uni- 
versity work, Dr. Wilford White has 
made a career of advising and assisting 
business. He has taught at the University 
of Colorado, Harvard Graduate School 
of Business, and the University of Texas, 
and worked for the Federal Trade Com- 
mission, the Department of Commerce, 
and the Small Business Administration. 
He is past President of the American 
Marketing Association and a member of 
the American Economic Association and 
the S.A.M. 
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which have been found successful. 
TOO MANY CRISIS DECISIONS 


I do not need to explain or empha- 
size the point that many businessmen 
are forced to live in at atmosphere of 
Crisis. Everyone is already aware of 
this, particularly as it applies to his 
own business. The payroll has to be met 
Friday. The order has to be shipped 
on the twelfth. A machine breaks down. 
New business is offered at cut price. 
The plant foreman announces he is go- 
ing to quit. In each case, the problem 
has to be solved right now! More im- 
portant problems have to wait. More 
fundamental and long range planning 
has to be set aside. And yet, without 
the long range planning, the number of 
crises may increase. 

What can you do? Well, one man 
decided that he would set aside one 
afternoon a week for administrative 
problems of his small manufacturing 
business. And to assure himself that he 
would not be interrupted, he rented a 
hotel room in his own city and spent 
that afternoon each week with his heels 
up on the writing desk, projecting his 
thoughts ahead, thinking through the 
administrative problems he never had 
time for when in his own busy office. 

Another producer decided to think 
about his plans, programs, and or- 
ganization problems while driving to 
and from work each day. If you can 
afford an assistant or a part-time as- 
sistant, you can throw ideas to him and 
he will bring you back plans. 

Another man each year takes a prob- 
lem to a class in business administra- 
tion at a nearby university. He follows 
through by reading the proposed solu- 
tion of every student in the class. He 
has picked up many new ideas which 
he has adapted to his own business. 

Another chap takes a long lunch 
hour once a week and spends the time 
in the local public library where he 
reads appropriate business and trade 
magazines. He finds many ideas in them 
relating to operations as well as ad- 
ministration. 

It is certainly true that as you spend 
more and more of your time on admin- 
istrative matters, the crises—which all 
of us will always have before us—begin 
to fit into the plans and programs, and 
a sound decision is easier to make, even 
if there still is little time in which to 
think about it before the decision has 
to be reached. 

Most of you probably started out as 
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salesmen, or on the bench or lathe, or 
in the office of a business owned by 
some one else. By the time you became 
your own boss, you were probably a 
good salesman, or an expert with the 
tools of your trade or you had a sound 
background in accounting or finance. 

But once you headed a business of 
your own, you had to know all these 
different functions as well as many 
others, such as public relations, human 
relations, taxation, business law, tech- 
nical and even commercial research. 

Of course, you can take on a partner 
whose experience complements yours, 
and that may not be a bad idea under 
the right circumstances. You can hire 
one or more men whose background 
supplements your own experience. And 
you can train men who are working for 
you in related or other capacities, to 
take on added responsibilities for the 
performance of functions about which 
you know all too little. 

But there are two problems here. 
First, it may be hard for a new owner 
or manager to realize that he only 
knows a fraction of what he should 
know about selling or production or 
finance or research or whatever the sub- 
ject may be. Second, how can he learn 
more? 

Recognition of the first problem is 
the key to the solution of the second. 
Subordinates will help if given the nod. 
Exchange of ideas will prove quite 
stimulating. The trade press is a won- 
derful source of help. Representatives of 
firms which service your business often 
have invaluable information which is 
available to you. Other sources will sug- 
gest themselves, too. But you must rec- 
ognize your need for diverse knowledge 
and take the first step yourself, to meet 
the need. 


CAUGHT IN ONE GROOVE 


This leads right into the next prob- 
lem, over-emphasis of what the owner 
knows best. It is just human nature to 
want to do what you know best how to 
do or what you like best to do. This is 
so natural that we often overlook it 
entirely. Therefore, I wonder if you 
spend more time doing your favorite 
job than you should? Do you find your- 


self less willing to delegate authority’ 


within the department from which 
you came than in any other? Even 
if you delegate authority here, have 
you checked recently to see if you 
have allowed your subordinate in your 
old department to make his own 
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mistakes? You know, it is one thingfcrises. 
to delegate authority and another tithe rei 
delegate responsiblity with it. A presgthe de 
dent who runs his own production ogning- 
sales or finance department rather tha Rece 
let his department head run it, is oftegbeen i 
the man who has no time for adminigfin Okl 
tration. closed 
I suggest that, during the coming fivgmess. 
business days, whenever you find yourgsteam 
self enjoying a job you are doing ogehangé 
are about to do, you ask yoursd@the ri 
whether you are doing the work whicgturer | 
some one else in your plant is supposfor wl 
to be doing. mand. 
ing? 
INSUFFICIENT PLANNING TIME 
If you are spending any of your timgPOOR 
doing the work of others, or doing ova 
their badly done work, you don’t hag Cou 
enough time to do your own. By isggo, th 
very nature, the owner or general manghas y' 
ager of any business—small or largeftoday’ 
has the biggest, most important aniging fo 
most time-consuming job in the busgstudy 
ness. studen 
He is the boss, the leader, the planneygrestig: 
the chief administrator, and to the expgtoce! 
tent that he does not do his own jobMyears. 
there is just not anyone else to do it fay He 
him. This means that if he does nogvho | 


plan, there are no plans. There are onl"? a8 
amc 


losed 


like t 
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1e thingicrises. The owner who tries to hold all 
ther ithe reins in his own hands, to make all 
A presiithe decisions, leaves no time for plan- 
ction ogning. 
rer thal Recently I talked with a man who had 
is ofteglbeen in the oil well equipment business 
in Oklahoma. Sales dropped off and he 
closed out his small manufacturing busi- 
fiygmess. Why? Diesel engines replaced 
id yougsteam engines. Methods of drilling 
hanged. Functional characteristics of 


admini 


oing of 
yoursegithe rigs changed. But this manufac- 
k whidgiturer kept producing the same products 


upposegffor which there was less and less de- 
mand. Did he need some time for plan- 
ning? From your experience, you can 
AE add examples of your own. 


POOR LONG-RANGE PLANNING 
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Could you have anticipated five years 
ago, the big problem—the crisis—which 
has you down for the count of nine 
today? Turning to the field of retail- 
ing for an example, some years ago a 
study was made in Austin, Texas. A 
student in the University of Texas in- 
vestigated the failures in the retail 
erocery business in Austin over several 
years, 
He found the names of retail grocers 
ho had closed up their stores, hunted 
up as many as he could, and asked them 
among other questions—why they 
losed. Their answers went something 
like this: My customers left me. The 
cE bank would not lend me $10,000 when 
I needed it. A big chain store opened 
up across the street. 
After he had talked to the retail gro- 
ers, this investigator then sought out 
a the wholesale grocers who had sold to 
"465i these retailers and asked them the same 
. .440 question about each retailer. Do you 
a think their answers were like those of 
fgthe dealers? Certainly not. They ran 
4008) more like this: His customers moved 
Biurther into the suburbs but he remained 
’* "3693 Eat his old location. His bank would not 
. 3505) lend him $10,000 because he had an 
o unwieldy inventory, much of which was 
salable. Yes, that new chain store 
>. .21% Bdid take a lot of business away from 
- him, but with all that competition, he 
{512 Mtl refused to modernize his store. In 
he was so busy worrying about 
rf his competition that he couldn’t even 
keep it clean. 
B lf these retail grocers of 50 years 
ago had taken a little time—just a little 
to do some long-range planning, they 
might be in business today, or better, 


their sons might be running these same 
usinesses, 
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Not all succesful businesses are large. 
And not all successful small businesses 
grow to be large. There are undoubt- 
edly many reasons for this fact. Not 
every owner wishes to build a large 
business. Not every business has the 
market on which to grow large. Nor does 
every business have the financial where- 
withal to grow large. Now if these and 
related elements are combined, one can 
rightly conclude that it would be unwise 
in most instances to try to push the dol- 
lar sales of a particular company much 
beyond the figure which would produce 
the maximum profit. 

We can determine our markets. We 
can find out how much money is avail- 
able to us for expansion purposes. But 
it is not so easy to determine at what 
point or size the owner is making the 
best use of his own management ability. 
A well-managed million dollar business 
may be badly managed by the time 
sales are forced up to two millions. I 
learned of one company—a large one 
too—which increased its share of the 
market from 21 to 25 per cent in one 
year, but in doing so, went from a 
black-profit figure to a red-loss figure. 
The best you could say about its man- 
agement was that it erred in judgment. 

It is a rare manager—just as it is a 
rare man in any kind of work—who 
knows his own limitations and either 
sets out to remove them or decides how 
best he can work with them. But this 
should be done for any small business. 


INADEQUATE COST CONTROL 


Several of the small business owners 
gave inadequate cost control as their 
main current problem. As markets be- 
come more competitive as the larger, 
and an increasing number of the 
smaller, producers know their costs 
more exactly, the remaining producers 
have greater difficulty in pricing their 
products profitably. It has come to my 
attention that a few of the many small 
producers who sell to the Federal Gov- 
ernment get into trouble because they 
do not know how to figure their costs 
properly when they are preparing their 
bids. 

Now and then you hear about that 
chap who didn’t even bother about his 
overhead. His theory was that if he 
kept his selling price down to direct 
costs, he would sell so many items that 
his overhead would be covered and a 
nice profit result. And there was the 
actual case of a young man who in- 
herited a small manufacturing business 


> 


who became impatient when it did not 
grow larger. He kept on increasing his 
trade discounts in search of greater 
volume until he was no longer the 
owner of the business. One of the com- 
mandments for all businesses is, “Thou 
shalt know thy costs.” 


SHARING OWNERSHIP? 


Unwillingness to share ownership is 
an unusual problem for the owner of a 
small business to cite. But it is a very 
important problem in many cases. The 
inventor of a new product who is now 
manufacturing it, does not wish to share 
with another his business and _ the 
eventual profits he hopes to earn. A 
salesman who has planned to set up his 
own business and finally does so, only 
to find it rough going, is inclined to feel 
that if he could find a lending institu- 
tion which would tide him over, every- 
thing would be all right. 

But all too often the only way of 
securing additional equity capital may 
be to take in a partner. Or possibly the 
only way a good salesman can comple- 
ment his experience with that of a 
trained production man is to take one 
in as his partner or corporate equal. 
It is a hard decision to make and un- 
less the owner is a good judge of men, 
many problems may arise, including 
that of losing the business to the new 
partner. 

Inability to meet changing business 
conditions is a tough problem. Most 
of us know from experience there is no 
more constant element in business than 
change. If it were not for change, we 
could make a good product and then 
rest while the plant turned it out and 
the sales department sold it, year in and 
year out. Of course, all of our com- 
petitors would be doing the same thing, 
but change takes place in products 
themselves. Coal-burning engines are 
rapidly giving way to diesel engines. 
They in turn will lose some of their 
passenger business to jet-propelled air- 
liners in the years ahead, and have al- 
ready lost some of their freight to diesel 
trucks. 

Today clothing is made out of vari- 
ous combinations of coal, water, milk, 
air, and glass in addition to cotton, 
wool, linen, and silk. Stop and think 
for a moment of the rise of stainless 
steel, aluminum, and the rarer metals. 

But if change were limited to changes 
in products, adjustment would be fairly 
simple. Change is the dominant ele- 
ment of markets too. 
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The total number of people in the 
United States has doubled since 1900. 
We have a new and growing group of 
customers over the age of 65. We have 
many families who need and can pay 
for all kinds of new services and prod- 
ucts because of the number of leisure 
hours at their disposal. And they tell 
us we are on the verge of even greater 
technological changes. 

Unless a businessman forces himself 
at frequent intervals to get away from 
the day-to-day operations of his busi- 
ness he will not see what changes are 
coming in his own industry and cannot 
prepare himself to anticipate them or 
even to meet them when they arrive. 

Many a businessman has so many 
decisions to make and so little time in 
which to form them that he has to make 
snap judgments without time to turn to 
other people or sources for help. The 
owner of a small business will always 
have to make snap judgments, and he 
doesn’t have to be right all the time 
to win. But he does need to know 
where he can turn for help. 

While you may be familiar with many 
of these sources, here they are in re- 
view: 

1. Representatives of your suppliers 

2. Your customers 

3. Your own personnel 

4. Bankers 
5. Trade associations 
6. Professional groups 
7. Public libraries 
8. Educational institutions 

a. Consulting 

b. Technical research 

c. Commercial research 

d. Administrative management 


courses 
9. Federal, state and local govern- 
ments 
IMPORTANCE OF THE BOSS 


If your business policies are not clear, 
if your officials seem confused, if morale 
in your business appears to be low, if 
your customers are turning to more up- 
to-date products and your sources of 
supply are not quite so eager to supply 
you, it may be in part a reflection of 
your own failure to plan carefully, or- 
ganize clearly, and control wisely. You 
are the most important member of your 
management team. You have the right 
to take the lion’s share of the responsi- 
bility for its success. At the same time, 
you should take the major share of 
the responsibility for its administra- 
tion. 


UE to the present time most produc- 
tion supervisors have been drawn 
directly from the ranks of the produc- 
tion workers. However, times are chang- 
ing rapidly. Less and less does the man 
in the shop make decisions as to the 
type of material he will use, how he will 
process it, what tooling he will employ, 
to what fits and tolerance he will work, 
and the like. Most of these decisions 
have been given to the engineer. 
Likewise, many production supervis- 
ors and executives have been developed 
from the European craftsmen who mi- 
grated to this country in large numbers 
some years ago. This source has ceased 
to exist and thousands of these men are 
now approaching retirement age. 
Where can personnel be found to fill 
this rapidly developing critical need for 
trained production supervisors and ex- 
ecutives? It might seem that the Busi- 
ness Administration graduate can fill 
this need and, to a very limited extent, 
some have done so. However, produc- 
tion supervision becomes increasingly 
complex and involves many intricate 
technical problems and decisions that 
can best be solved by those with a tech- 
nical training, i.e., the engineer. 
Forward-looking companies are mak- 
ing it a policy to groom only engineer- 
ing graduates for plant administrative 
positions and the larger companies are 
setting up very extensive supplemental 
training programs to try and alleviate 
this very serious situation which they 
see developing. On the other hand, 
most companies will probably turn to 
our educational institutions to fill the 
need and it appears that those institu- 
tions will be ill-prepared to do so, un- 
less some major changes are made. 
Most programs in engineering are so 
involved with technical instruction that 
there is little or no time for training in 
the essentials of management. _Ironic- 
ally, but understandably, engineering 
graduates have tended to consider pro- 
duction supervision positions as “blue 
collar jobs” and therefore to be beneath 
the status and dignity of an engineer. 
Consequently, most young engineers 
have tended to go into the usual staff 
engineering positions involving equip- 


technically trained potential production 
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Industrial Engineers 


Production Executives 


ment design, research, or sales, while 
shunning jobs leading to plant engi. 
neering, maintenance, and production, 

While most engineering program 
provide little or no management train. 
ing, Industrial Engineering is an ex 
ception. Not only is the Industrial En. 
gineer given sound instruction in the 
fundamentals of engineering, but also in 
the technical areas generally associated 
with production supervision. To this 
is added a good measure of training i 
the fundamentals, methods, and tech: 
niques of effective industrial manage 
ment. Up to the present time, the indus 
trial engineer has been largely used for 
specialized staff activities such as meth 
ods improvement, setting of production 
standards, making plant layouts, con 
trolling costs, and establishing incentive 
wage programs. 

To my knowledge, it has not been 
made evident to industry that Industria 
Engineering can do much more tha 
provide specialists; it can provide the 
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executive. When this fact is mor 
widely realized, the demand for indusf 
trial engineers will far exceed the sup 
ply. Industrial Engineering will take on 
new and greater stature because it i 
most suited to fulfilling the growin 
need for supervisors and executives. 
Perhaps I should preclude a pos 
sible misconstruing of my remarks am 
point out that engineering is a combin: 
ing of knowledge and experience. Thi 
recent enginetring graduate is long 0 
knowledge and short on experience} 
Therefore, until such experience } 
gained as can be satisfactorily combined 
with an engineering training, the gradu 
ate engineer will usually not be qualified 
to make engineering or administrativé 
decisions. 
This means that Industrial Enginee® 
should not be expected to fulfill super 
visory requirements until they hav 
gained appropriate experience, genet 
ally in the particular plant and with 
specific processes and materials ove 
which they will have authority. 
By Edward L. Pag 

Dept. of Industrial Engineering 
University of Michige 
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Many companies are profiting through more extensive use of scientific 
marketing methods. The effects of this trend on small business and the 
attitudes of the small businessman toward marketing research are 
discussed. Cases where small businesses have profited or lost because 
of such attitudes are cited, as well as many of the internal and external 
sources of the information needed by small companies in solving various 
types of marketing problems. 


CIENTIFIC management is currently 
making substantial progress in 
opening up its last major frontier in 
American industry—the field of market- 
ing. In simple terms, scientific man- 
egement in marketing means the appli- 
ation of facts developed through 
organized research to improve the 
planning, organization, direction and 
ontrol of activities involved in mov- 
g goods from factory to ultimate 
onsumer. 

A large and growing group of mar- 
eting executives believe that success in 
arketing depends not so much on the 
teative skills of its practitioners as it 
loes on the quality of the management 
provided by the top marketing execu- 
ive. These executives strongly advo- 
ate the bringing together of advertis- 
ng and sales under a common head to 
achieve more effective coordination and 
loser integration with other company 
bperations. 

However, the majority of sales and 
advertising executives still are extremely 
keptical about the contributions that 
cientific management can make in their 
eld. This group holds to the tradi- 
onal position that marketing is an art 
those successful practice depends on 
he creative skill of the practitioner. 
artly because of the prevalence of such 
pinious, there are still many com- 
panies —both large and small—that have 


arketing—Last Frontier 


Of Scientific Management 


not made very extensive use of scien- 
tific marketing methods to date. 

A great many companies, for ex- 
ample, have never measured the market 
potential for their products. Still more 
companies have yet to establish work- 
load standards for their salesmen or to 
develop a sound method of incentive 
compensation for salesmen. When we 
look at the amount being spent by in- 
dustry for marketing research, com- 
pared with the sums spent for other 
types of business research, we can only 
conclude that executive interest in us- 
ing scientific methods in the field of 
marketing is still relatively limited in a 
majority of companies. 

As in most controversies, the truth 
probably lies somewhere between the 
positions maintained by the advocates 
of marketing as an art and marketing 
as a science. But the fact that there 
is a controversy indicates that scientific 
management has finally had an impact 
on its last industrial frontier. 

The reasons for the failure of scien- 
tific management methods to take hold 
in the field of marketing are not easy 
to document. One factor has undoubt- 
edly been the relative complexity and 
geographical dispersion of marketing 
activities. Another has been the difficulty 
of measuring the many intangibles con- 
nected with the marketing process such 
as consumer motivations, dealer atti- 
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tudes and seasonal and regional dif- 
ferences in market conditions. 

The fact is that in terms of time, 
industry has been relatively slow to 
apply the techniques of scientific man- 
agement to marketing problems in com- 
parison with other branches of manage- 
ment. In the field of production, Taylor 
and Gilbreth pioneered the use of scien- 
tific management methods at the begin- 
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ning of the present century. McKinsey 
introduced scientific methods to the field 
of accounting prior to 1920. Executives 
in personnel relations have long made 
use of scientific testing and training 
techniques. Marketing research, the 
earliest form of application of scientific 
methodology in the field of marketing, 
was not initiated until the late 20’s and 
early 30’s and was then used by only a 
small number of leading companies. 

But the past twenty years have seen 
much encouraging progress. Techniques 
for planning and controlling marketing 
operations have been developed and ap- 
plied by more and more enterprises un- 
til today even the smallest companies 
are using research to set volume goals, 
determine marketing policies, locate 
plants and warehouses, and evaluate the 
performance of their sales personnel. 
Thus, the use of scientific marketing 
methods seems to be sharply accelerat- 
ing. Witness the creation in company 
after company of brand new marketing 
departments; also the continued growth 
of organizations specializing in the field 
of marketing research. Educational in- 
stitutions are placing increasing empha- 
his on marketing subjects in their 
curricula. 

An important question raised by this 
trend toward greater use of scientific 
management in marketing is the effect 
that it will have on the fortunes of 
small businessmen. Will the use of 
scientific marketing methods be con- 
fined to larger companies that can afford 
to separate the planning and execution 
functions in the interest of achieving 
greater selling and advertising effi- 
ciency? Or can the small businessman 
make as effective use of scientific meth- 
ods in marketing as he has in other 
fields of management? The answer to 
this question seems to depend on how 
he adapts to his particular requirements 
the methods that large companies use 
to develop factual bases for resolving 
their marketing problems. 


GETTING THE FACTS FIRST 


What does this require of the small 
businessman? First, a knowledge of 
existing marketing research methods. 
Second, an attitude based on the con- 
cept so ably expressed by the marketing 
executive of one large company, “Get 
the facts first; then the answer is easy.” 

The small businessman has a major 
problem of knowing what research tech- 
niques can help him resolve his market- 
ing problems. 


For one thing, he is so busy with the 
multitude of day-to-day problems in- 
volved in running a business that he has 
little time to devote to study of sub- 
jects not within the sphere of his im- 
mediate interest. Typically, the small 
businessman is not inclined to be a 
student. He is a man of action. 


DEFICIENCY BEING ATTACKED 


For another, the sources of informa- 
tion about marketing research methods 
are not readily available to the small 
businessman. This deficiency is being 
attacked vigorously by the U. S. Small 
Business Administration through _ its 
“how-to-do-it” publications. And many 
case examples of successful research are 
being publicized regularly by the trade 
magazines read by small businessmen. 

Difficult or easy as it may be to 
acquire knowledge about marketing re- 
search methods, it is up to the small 
businessman to find out for himself how 
he can use marketing research in his 
business. Once he has this basic under- 
standing, he can begin to develop ways 
of applying such methods. In some 
cases, he may wish to use outside serv- 
ices. But in others, he will find that 
he can make profitable use of such 
methods only by doing the work within 
his own organization. Granted, the re- 
sults may not always be as professional 
as those produced by an outside organ- 
ization; they will still be extremely use- 
ful in reaching decisions that otherwise 
would have to be made solely on the 
basis of hunches or unsupported judg- 
ments. 

The attitude of the small businessman 
toward marketing research, however, is 
more important than his knowledge of 
marketing research methods. 

Marketing research can take many 
forms ranging from extremely elabo- 
rate projects comparable to the pure 
research conducted engineering 
laboratories to relatively simple fact 
finding based on the analysis of existing 
internal sales records. Obviously the 
small businessman is in no position to 
afford the cost of elaborate marketing 
research studies. However, many types 
of marketing research are well within 
the means of small companies. The rea- 
son they are not more widely applied 
is simply that many small businessmen 
have yet to form the mental habit of 
asking themselves the question “Do I 
have the facts I need to make this de- 
cision wisely?” As a result, they often 
fail to recognize inherent problems in 


basic facts would disclose. 

One company in the textile industry, 
for example, made a number of unwise 
marketing decisions over a period of 
fifteen years which eventually under. 
mined the company’s profit position, 
This occurred because management did 
not recognize the significance of certain 
long-term developments in their indus. 
try. These factors could have been 
identified rather quickly if management 
had only asked the questions that would 
have brought underlying industry trends 
into sharp focus. Instead, decisions weref* 
based solely on short-term developments 
that seemed to offer opportunities for 
increasing profits. 

Good judgment is necessary, 
course, not only to interpret marketing 
facts, but to determine when they are 
needed. Since marketing research takes 
time and costs money, the benefits to 
be gained by its use must always be 
weighed carefully. What many execu- 
tives sometimes fail to weigh carefullyf 
enough, however, are the potential costs 
that can be incurred as a result of act 
ing without facts. 

One small cosmetics company, for ex-F* 
ample, has failed to capitalize on two or 
three important new-product develop 
ments that it has introduced to the 
market. In each case, the products 
gained immediate trade and consumerf 
acceptance. The failure to achieve 4 
strong competitive position has been 
due in each instance to the company’s 
failure to realize the necessity of pre 
testing the new products prior to their 
market introduction. As a result of this] 
failure to make use of marketing re 
search, product deficiencies were dis}. 
covered only after the products were 
commercially introduced. By the time 
deficiencies were corrected, major com: 
petitors had developed and introduced} 
successful adaptations of the basic idea 
and had captured the lion’s share of” 
the potential new markets. 


of at i 


GROWING UNEXPECTEDLY 


Many small businesses remain small}. 
because their owners do not realize the 
true sales potentials in their fields. One 
small company recently found, for e* 
ample, that it had exceeded its five-yeat 
sales forecast within a two-year period. 
On investigation, the unexpected gro 
was found to be the result of sales tof 
new customers not previously sold. 
This prompted management to make 4) 
study of the potential market for the¥ 
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ompany’s product in an area where 
eir sales had always been low. The 
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vays be program involving a reorganization of 
execu. company’s headquarters staff, the 
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of act Provide more thorough coverage of 
all potential customers in the areas by G. Jay Anyon, Ph. D. 
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two orf It is beyond the scope of this article 
0 enumerate the many sources of the 
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tibution analysis. Clerical order-han- © Rating Judgments on 24 Typical Operations in Manufacturing 
dling costs, and warehousing and ship- 
ping costs are affected by the number 
and size of orders. The timing of orders 
also affects the amount of investment in 
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vide a basis tor analyzing the source of 
sales volume by class of trade. 

3. Customer sales records. Many 
companies keep summary records of 
sales made to individual customers or 
trade outlets. These records, which are 
often kept by district or branch offices, 
or by company salesmen, are useful in 
finding out the number, volume size, 
and types of customers or trade outlets 
served. 

4, Salesmen’s call reports. Some 
companies require their sales represen- 
tatives to turn in reports on their daily 
calls. These call reports include many 
important types of information useful 
in distribution analysis. They can be 
used, for example, to measure such fac- 
tors as the ratio of orders to total calls, 
the number of calls by type and size of 
account, and the number of accounts 
handling competitive products. 

5. Inquiries, complaints and service 
reports, returned goods reports. A num- 
ber of special sources of information 
(such as those listed above) often pro- 
vide valuable check points on distribu- 
tion efficiency. They can therefore be 
helpful in distribution analysis. Many 
of these sources of information are often 
not fully utilized in smaller companies, 
even when such knowledge can help 
to raise the quality of service above that 
provided by large competitors. 

6. Production reports. In some cases, 
the only records of company volume by 
type of product are company production 
reports. Such records are helpful in 
determining the volume of products 
that must be handled by the distribution 
system. They may also be useful in 
determining product gross profit mar- 
gins, and in estimating transportation 
costs, particularly when analyzing in- 
bound-freight costs to determine the 
most advantageous site for a new plant. 

7. Company financial reports. The 
profit and loss statement and other re- 
ports summarizing company operations 
by function are often useful in deter- 
mining over-all costs of distribution. 


The basic records from which such re- | 


ports are prepared can often be tapped 
for special reports in analyzing distri- 
bution activities and costs. 


EXTERNAL DATA SOURCES 


Valuable as internal data are in 
analyzing distribution operations, their 
true significance can often be seen only 
by comparison with outside data. 

1. Bureau of the Census reports. 
Issued periodically by the Bureau of 


12 


the Census, they provide statistics on 
population, housing, retail trade, whole- 
sale trade, manufacturers, construction, 
and service establishments. They furnish 
a factual basis for estimating sales po- 
tentials on specific products, by class of 
trade and by location, in terms of coun- 
ties and cities. They also give an indi- 
cation of the number of trade outlets 
and their geographic distribution. 

2. Trade association reports. In 
many industries, trade associations per- 
form the service of collecting and sum- 
marizing certain information on sales 
made by member businesses. The de- 
gree of detail in which these statistics 
are prepared varies greatly from indus- 
try to industry. In many cases there is 
also a problem of obtaining complete 
and accurate reports from all com- 
panies. However, in whatever form such 
figures are available, they provide a 
source of valuable information for the 
distribution analyst. 


DISTRIBUTION ANALYSIS 


3. Trade publication data. One of 
the important services provided by 
many trade publications is the compila- 
tion and publication of sales volume in- 
formation and other data of value in 
distribution analysis. For example, one 
of the leading magazines serving the 


electrical appliance field has published - 


for years an annual estimate of satura- 
tion of the various major appliances by 
states. A publication serving the variety 
chain store field publishes information 
periodically on the number of chain 
store units by geographical location. 
Another periodical issues yearly esti- 
mates of retail sales by counties and 
states and major cities. A publisher 
serving the industrial goods field main- 
tains an extensive directory of industrial 
distributors and a private census of 
manufacturing establishments. 

For a list of publications in any field, 
reference should be made to the Busi- 
ness Paper Section of the Standard Rate 
and Data Service or the annual Market 
Data and Directory Number of Indus- 
trial Marketing Magazine. 

4. Mailing list companies, credit re- 
porting services. The basic services 
rendered by mailing list companies and 
credit reporting services are quite dif- 
ferent, but both represent good sources 
of information on the names and loca- 
tions of specific retail and wholesale 
outlets and users of industrial products. 
When summary statistics are not avail- 
able to show the distribution of poten- 
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tial outlets or users, it is often possiblg 
to develop such data through the pu 
chase and tabulation of lists. Such lis 
are also helpful in interpreting the find 
ings of an analysis of distribution coy 
erage, particularly in identifying sp 
cific outlets that represent an oppo 
tunity to expand a company’s distrib 
tion. 

5. Marketing research compani 
universities. In the course of thei 
normal activities, marketing resear 
companies and universities develo 
many types of information that can | 
of help in distribution analysis. The 
data are often published in the form ¢ 
articles or theses that are available 1 
anyone who has an interest in the faci 
they contain. While such informatio 
is often fragmentary, it nevertheless ca 
provide the analyst with valuable back 
ground for the study of specific distr 
bution problems. Reports and _ thes 
are often difficult to find, for the simp 
reason that they usually receive onl 
limited distribution when they are pul 
lished. But the manufacturer who i 
aware that such reports do exist 
often track them down by inquirin 
about their availability when talki 
with informed persons during the ear 
fact-gathering stage of each distrib 
tion research project. Such persons it 
clude bankers, leading suppliers, trad 
association executives, librarians, trad 
publication editors, teachers in wu 
versity schools of business, and the fiel 
office staffs of the U. S. Small Busines 
Administration and the U. S. Depa 
ment of Commerce. 

What then is the outlook for increas 
use of scientific marketing methods b 
small business? 


OPPORTUNITIES REVEALED 


The answer seems to depend on 
factors. First, the extent of recogniti¢ 
by small businessmen that importa 
volume and profit opportunities can } 
disclosed through the use of marketil 
research techniques. Second, the adoj 
tion by the small businessmen of a fact 
first philosophy in making marketil 
decisions. 

Not all small businessmen can be 
pected to meet these two criteria. Ho 
ever, the record indicates that as scié 
tific management continues to pl 
against the marketing frontier, m0 
and more of them will find it eas# 
and more profitable to use scientil 
marketing methods in the running ‘ 
their businesses. 
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New Management 


Writing... 


HOW TO ORGANIZE AND OPERATE 
A SMALL BUSINESS 


By Pearce C. Kelly and Kenneth 
Lawyer, 713 pages, Prentice-Hall, 
Inc., New York, Second Edition, 
1955. Price: $9.25. 


Sx the publication of the first edi- 
tion in 1949, this substantial volume 
on small business has contributed to the 
slowly growing study of small business 
management. The new edition continues 
to illustrate the capacity of the authors 
to search out many sources of material 
on the subject, (they have added six new 
chapters) and to collate the material and 
present it in a manner attractive to a 
wide variety of readers, Any writer, 
however, who attempts to combine the 
qualities of a text, a reference book, 
and a handbook finds himself in a 
dilemma at the outset. 

If it is to be used as a text in an un- 
dergraduate course, it must be basic, 
presenting the economic justification of 
small business, answering primarily the 
question of “Why?” The authors have 
met this requirement in their first chap- 
ters of the book which include “Factors 
in Business Success,” “Characteristics 
and Problems of Small Business,” 
“Small Business Hazards—Fact or Fic- 
tion,” and “Employment or Your Own 
Business.” 

Such a textbook must also provide a 
clear understanding of the management 
functions, how policies are formulated, 
and how a business can be operated 
successfully. These requirements are 
fulfilled in the volume, sometimes in 
great detail. Although there is some 
discussion of insurance and business 
risks in a chapter called “Small Busi- 
ness Protection,” more attention might 
have been given to business risks and 
net profit, and how these two are re- 
lated. A clear understanding of their 
interdependence might save many a 
business headache and prevent many a 
failure. 

If it is to be used as a reference book, 
by people young in business manage- 
ment as well as by prospective business- 
men and women, as the authors suggest 
in the preface, it would be most helpful 
to find a clearer distinction between 
administration and operations. Contact 
with many owners and managers of 
smaller firms suggests that all of them 
are operators, although most of them 
could do and would like to do a better 
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job of operating their business. Such 
operation includes hiring employees, 
talking to the salesmen of suppliers, 
laying out an advertisement, and arrang- 
ing for funds with which to meet the 
payroll. Many times, however, these 
same operators give little if any attention 
to administration with its organizing, 
planning, programming, and the con- 
trolling of machines, materials, prod- 
ucts, processes and men. The authors 
could have stressed more the adminis- 
trative aspects of small business man- 
agement. 

Third, if the book is to be used as a 
handbook, it must be full of “How” to 
conduct a business. Prepared primarily 
for the experienced businessman but not 
ignoring the less experienced, a good 
handbock must suggest answers to many 
anticipated problems. The authors have 
found practical material and have in- 
cluded it in their functional chapters 
such as “Financing and Organizing the 
Business,” “Physical Plant and Layout,” 
“Employee Relations,’ “Sales Promo- 
tion,” and “Credit and the Customer.” 

In an effort to reach a varying audi- 
ence of manufacturers, retailers, whole- 
salers, and service operators the authors 
have had to switch from the general to 


the specific and back again, and by so . 


doing have not always given adequate 
treatment to the subject at hand. 

In spite of the problems which the 
authors have established for themselves, 
in appealing to all three groups of pro- 
spective readers, they have done a re- 
markable job of bringing together in 
one well organized volume, much usable 
information relating to the management 
of a small business. 

By Wilford White, Chief 
Managerial Assistance Division 

U. S. Small Business Administration 
Washington, D. C. 


PERSONNEL MANAGEMENT IN 
SMALL PLANTS 


By Alton W. Baker, Bureau of 
Business Research, College of Com- 
merce and Administration, The 
Ohio State University, Columbus, 
Ohio, 1955, 288 pp. $4.00. 


ns book evolved from a study con- 

ducted at the Bureau of Business 
Research at The Ohio State University. 
Very detailed questionnaires covering 
some “thirty-one major personnel func- 
tions” were completed by 523 Ohio 
companies. These companies represented 
fifteen manufacturing industries and 
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none employed more than 300 people 

The author states his purposes, “t 
discuss the principles of personnel ma 
agement as they specifically apply 4 
small business,” to “provide empiri 
information which may assist in answer 
ing some of the questions of small bus 
nessmen about how many _personné 
activities a small plant can have an 
how the program can be organized 
staffed, and administered. The fin, 
objective is to summarize the patte 
found in personnel programs prevailing 
in small companies and to draw sony 
conclusions regarding such programs, 
Worthwhile objectives, indeed. 

It was disheartening to note, in vie 
of these excellent objectives, that th 
foundation for the study (and the book| 


—the questionnaire—limited itself 


nose counting. Among the many que: 
tions there is not one which asks, “Ho 
does it work?” “How satisfied are yo 
with this?” “How do you feel abo 
this?” “What is the title of the perso 
who. . . 
As one who is interested in the person 
nel function from the theoretical poin 
of view of the researcher and the ver 
practical one of consultant who mus 
assist clients in finding the right answers 
the reviewer could not help but wondel 
how the author could overcome th 
limitations of his raw data. 

The first thing that strikes one is tha 
the book’s most valuable material (il 
the reviewer’s opinion) is the very ma 
terial which will discourage readershij 
by its intended audience, the small bus 
nessman. Between pages 7 and 250 arq 


84 detailed tables presenting the surveyy 


results. Some of these tables have ove 
200 entries and occupy a full pagq 
Much of the text on these over-200 page 
refer to the tables. Among the sma 
businessmen I have known, I can’t thin 
of one who wouldn’t bog down ve 
early in the game. 


Assuming one had the tenacity !§s 
read the book fairly thoroughly, whafs 


would he gain from this diligence? 


In the first place, he certainly woul vi 
be able to find out what is being dom 


in Ohio small companies in the way ° 
personnel practices. There is unqués 
tionably a wealth of such informatio 
He may find there are many more # 
pects to personnel administration the 
he has considered. He may discove 
some personnel practices of which }f 
has not availed himself. He may lea! 


.2” “How often do you...’ 
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about some new concepts or ideas he 
has never heard of, or may be stimu- 
lated to make a critical examination of 
the functioning of his own personnel 
organization or to find out some more 
about the value of certain personnel 
activities. 

On the other hand, he will not find 
out how any of the companies studied 
feel about any of their programs, nor 
will he find out what kind of experiences 
these companies have had with respect 
to their personnel programs. Nor, un- 
fortunately, will the author’s contribu- 
tions make up for the data. 

In stating the findings, there is little 
differentiation between what might be 
considered significant findings and in- 
significant findings. (Typical of the 
latter: “Of the companies, . . . 434 or 83 
percent reported that they used at least 
one external source of labor when hir- 
ing outside applicants.”) The analysis 
of certain findings left this reviewer 
cold. For example, in explaining why the 
larger companies tend to have their per- 
sonnel practices more often formally 
written than smaller companies, he says, 
“This relationship may be due to the 
greater need on the part of the larger 
companies to state these policies for- 
mally since much of the informality of 
the smaller firms is absent.” 

His general discussion on personnel 
functions and practices also often ap- 
pears to be quite shallow. (Example: 
Employees that (sic) quit are a select 
group. There is, perhaps, some factor 
that they are sufficiently dissatisfied with 
to make them decide that work else- 
where would be preferable, etc.”) 

A sample check of some tables and 
author’s comments on the tables, re- 
vealed several inaccuracies in data in- 
lerpretation (or poor arithmetic). I 
can’t say how many there are through- 
out the book. 

In conclusion, the chief value of this 
book lies in its tables. It is a useful 
reference volume presenting information 
on personnel practices in a number of 
small companies in greater detail and 
scope than to my knowledge is available 
elsewhere. Unfortunately, in the re- 
Viewer’s opinion, the small businessman 
Interested in evaluating his own per- 
sonnei program and deciding on what 
would be best for him might justifiably 
feel the time investment needed to read 
the bok too high a price to pay for the 
dividends he'll receive. 

By Robert H. Schaffer 
Fred Rudge, Inc. 


New Canaan, Connecticut 


Recommended Readings For Small Businessmen 


THE PRACTICE OF 
MANAGEMENT 


Peter F. Drucker, Harper and 
Brothers, New York. 1954. 404 
pages. Price $5.00. 

The author calls this book a 
study of the most important 
function in American society and 
explains it as written for the lay- 
man. Divided into five parts: 
Managing a Business, Managing 
Managers, The Structure of Man- 
agement, Management of Worker 
and Work, What It Means to Be 
a Manager. 


A GUIDE TO MODERN 
MANAGEMENT METHODS 


Perrin Stryker and the Editors 
Book 

o., New York, - 300 pages. 
Price $3.50. 

Originally written as articles 
for Fortune magazine, the book 
is easy to read. Subject matter 
relates primarily to top manage- 
ment, its development, control 
and eventual retirement. 


HOW TO RUN A SMALL 
BUSINESS 


J. K. Lasser. McGraw-Hill Book 
Co., New York. 1955, 2nd edi- 
tion. 350 pages. Price $4.95. 
A practical book detailing the 
primary management functions 
with lists, check sheets and other 
devices for self-evaluation. 


HOW TO ORGANIZE AND 
OPERATE A SMALL BUSINESS 


Kelly and Lawyer. Prentice-Hall, 
Inc., New York. 1955, 2nd Edi- 
tion. 713 pages. Price $9.25. 
A_ textbook, reference and 
handbook all rolled into one; 
economic position, job oppor- 
tunities, functional approach; 
covers retailing, wholesaling, 
manufacturing, and servicing. 


SMALL PLANT MANAGEMENT 
Edited by the late Dr. Edward 


H. Hempel, chairman, Small 
Plant Committee, A.S.M.E. Mc- 
Graw-Hill Book Co., New York. 
1950. 548 pages. Price $7-00. 

Precisely written in four parts: 
Small Plants as Economic Fac- 
tors, Management Tasks, How to 
Solve the Important Problems of 
Small Plart Management, and 
Small Plant Future. 


PROFITABLE SMALL PLANT 
MANAGEMENT 


Malcolm H. Gotterer. Chilton 
Book Division, Philadelphia, 
Pennsylvania. 1954. 318 pages. 
Price $5.50. 

A purely functional approach 
to management, simply stated 
with illustrations and forms. 


THE GROWTH AND DEVELOP- 
MENT OF EXECUTIVES 


Myles L. Mace, Harvard Univer- 
sity, Boston. 1950. 200 pages- 
Price $3.25. 

Presents tested methods of 
appraising and improving top 
and middle management. 


THE DEVELOPMENT OF 
EXECUTIVE TALENT 


Edited by M. Joseph Dooher and 
Vivienne Marquis. American 
Management Association, New 
York 36, N. Y. 1952. $7.75. 
(AMA members $5.75.) 

The problem of developing 
competent managers is presented 
for analysis through case studies 
and articles compiled in this 
book. 


THE TECHNIQUE OF 
EXECUTIVE CONTROL 


Erwin H. Schell. McGraw-Hill 
Book Co., New York. 1950, 7th 
edition. 269 pages. Price $4.50. 

Attitudes, tools and methods, 
and duties with emphasis on how 
to get along with associates. 


SUCCESSFUL EXECUTIVE 
ACTION 
Edward C. Schleh, Prentice-Hall, 
Inc., New York, N. Y. 1956. 272 
pages- Price $10.00. 
A “how” book relating pri- 
marily to successful administra- 
tion of people. 


THE EXECUTIVE AT WORK 


Melvin T. Copeland, Harvard 
University Press, Cambridge, 
Mass. 1952. 278 pages. Price 
$4.25. 

An experienced observer of 
the business executive sets forth 
management problems and shows 
with specific examples how these 
problems have been met. 


EXECUTIVE ACTION 
Learned, Ulrich, and Booz. Har- 
vard University, Boston. 1951. 
218 pages. Price $3.25. 
Divided into two parts: The 
Executive World and Executives 
in Action. 


MANAGEMENT AND MORALE 


F. J. Roethlisberger. Harvard 
University Press, Cambridge, 
Mass. 1941. (10th printing, 
1952) 194 pages. Price $3.50. 

Basically an essay on the hu- 
man aspects of management, 
based upon years of exacting 
research and study. Specific ex- 
amples. 


HUMAN RELATIONS IN 

SMALL INDUSTRY 
John Perry. McGraw-Hill Book 
Co., New York. 1954. 313 pages. 
Price $5.50. 

Written by an experienced 
businessman and consultant who 
understands what motivates men 
and knows how to explain it to 
the layman. 


SUCCESSFUL LABOR RELA- 

TIONS FOR SMALL BUSINESS 
James M. Black and J. Gorge 
Piccoli, McGraw-Hill Book Co., 
New York. 1953. 425 pages. 
Price $6.00. 

This book runs the gamut of 

actual management-labor _rela- 
tions with emphasis upon the 


contract. Actual cases presented. 


ACEMENT 
| 
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Dwight D. Eisenhower 
extended his warm greetings and 
congratulations in a telegram ( repro- 
duced above) to the Society for Ad- 
vancement of Management and_ the 
Management Division of the American 
Society of Mechanical Engineers, joint 
sponsors of the 11th Annual Manage- 
ment Engineering Conference held on 
April 26-27 at Hotel Statler in New York. 
Keynoted by the President, the con- 
ference went on to a record-breaking 
success in every respect. Attracted by 
the sixteen distinguished technical 
speakers at the conference, 1239 man- 
agement executives and engineers were 
in attendance through the two-day ses- 
sions devoted to the latest-proven man- 
agement-engineering techniques of busi- 
ness and industry. This represented a 
twenty percent increase over the atten- 
dance at the previous year’s affair. 
Under the guidance of Harold R. 
Bixler, Executive Vice President of the 
Society for Advancement of Manage- 
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FOCUSES 


PLAY 


ment, and H. N. Muller, Jr., Chairman 
of the A.S.M.E. Management Division, 
and jointly chaired by Bruno Moski, 
Director of Industrial Engineering for 
Yale and Towne, for S.A.M. and Mat- 
thew J. Murphy, Editor of Factory 


Management and Maintenance, for 
A.S.M.E., the hard-working Conference 
Committee drawn from both societies 
had surveyed the entire United States to 
bring to the conference the most able 
speakers on the new techniques of great- 
est practical interest to management 
executives and engineers, covering the 
key topics of Operations Research, 
Information Processing, Automation, 
Work Measurement, Statistical Tech- 
niques, Material Handling, Maintenance 
Control, and Cost Reduction. The full 
Conference Proceedings will be avail- 
able shortly through the National S.A.M. 
Office. 

The culmination of the conference 
came at the banquet on April 26. Dr. 
Joseph Warren Barker, President of the 
American Society of Mechanical En- 
gineers, spoke on “The Role of Man- 


Gilbreth Medal 


ADVANCED MANAGEMENT 


Left to Right: Matthew J. 
Murphy, A.S.M.E. General 
Conference Chairman and 
Editor of "Factory Manage. 
ment and Maintenance”: Dr. 
Frank F. Bradshaw, President 
of the Society for Advance. 
ment of Management and 
President of Richardson, 
lows, Henry and Company; Dr. 
Joseph Warren Barker, Presi: 
dent of the American Society 
of Mechanical Engineers and 


Board Chairman and President 
of Research Corporation; and 
Bruno Moski, S.A.M. General 
Conference Chairman and Di. 
rector of Industrial Engineer 
ing, Yale & Towne. 


agement in Meeting Technological Man- 
power Requirements,” presenting the 
tremendous needs of business and in 
dustry for many more technically 
trained personnel in the present ani 
in years to come as many of the recent 
far-reaching technical developments dis 
cussed at the conference are applied by 
more and more companies, and suggest: 
ing the cooperation of industry and edu: 
cation required to meet these needs. 
During the same evening, Dr. Frank 
F. Bradshaw, President of the Society 
for Advancement of Management, ané 
Allen H. Mogensen, Chairman of the 
Society’s Gilbreth Award Committee, 
presented the 1956 S.A.M. Gilbreth 
Medal Award to Herbert F. Goodwit 
of M.I.T.’s School of Industrial Mar 
agement, for the “distinguished servict 
he has rendered to the industrial eng! 
neering movement.” Professor Goodwin 
has been responsible for the develop 
ment of the Management Laboratory # 
the School of Industrial Managemen! 
and his entire career has been one © 
continuous research in methodolog) 
based on the fundamentals of improve 


ment established by the Gilbreths. 
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Award Presentation Made 


In accepting the 1956 Gilbreth Award, 
Professor Goodwin stated: 

“This is without a doubt one of the 
most humble moments in my life. It is, 
indeed, a great honor to be added to 
the distinguished list of those who have 
received this Award. It is also a tre- 
mendous responsibility to maintain the 
continuous high standard of achieve- 
ment that they have established. It leaves 
one with a feeling that borders on in- 
adequacy, yet stimulates a keen sense 
of urgency. 

“The task is clear. 

“In his search for the one best way, 
Frank Gilbreth often said, ‘All too many 
jobs are improved that never should be 
done at all.’ 

“The tools he developed are now 
widely known and broadly applied to 
find better methods. The scientist and 
engineer have added tools of their own 
which assist in finding the answers to 
hitherto unsolved management prob- 
lems. We are finding new methods at 
an inconceivable rate. More techniques 
are being rapidly developed. 

“May I beg the privilege of adding 
another sentence to Gilbreth’s quota- 
tion? ‘All too many improvements are 
conceived that never are effectively used.’ 

‘Our ability to find solutions may 
outstrip our capacity to recognize and 
cope with the problems involved in 


using them. 

“There are far too many men of high 
thinking who assume that management 
will accept and use something new on 
its merits alone or that a simple ‘order’ 
will put the results of their technical 
knowledge into practice. 

“A distinguished visitor from over- 
seas says that he would ‘cram it down 
their throats’ if need be. All too often, 
I hear statements prefaced with the 
phrase, ‘I think,’ in a manner of speak- 
ing which implies that the expert has 
given his opinion and it should be 
accepted on that basis alone. 

“We find ourselves on the brink of 
repeating the mistakes of the early days 
of scientific management. The seeds of 
doubt, mistrust, confusion, complication 
and fear are in evidence. 

“The task is clear. 

“We must accelerate the development 
of methods of involving everyone in the 
improvement process. 

“We must realize that as technical 
knowledge increases, so must the avenues 
of communication be expanded to ac- 
commodate that increase. 

“We must foster participation, under- 
standing, education, tolerance and a 
willingness to share the glory. 

“We must remember that the greatest 
thinking will come from the people who 
have the most brains, but the greatest 
power will come from all of the people 
working together as a team.” a 


Dr. F. F. Bradshaw, (left) President of the Society for Advancement of Management and President 
of Richardson, Bellows, Henry and Company; Allan H. Mogensen, (right) Chairman of the 
Gilbreth Award Committee, Industrial Consultant, and recipient of the Gilbreth Medal in 1937, 
and Herbert F. Goodwin (center) recipient of the Gilbreth Award for this year. Mr. Goodwin 
is an Assistant Professor in the M.I.T. School of Industrial Management and Director of the 
Boston Chapter of S.A.M. 
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ADVANCED MANAGEMENT 


What is a typical life cycle of a small business? What specific factors 
may determine its success or failure? How can you check how you 
stand as a manager of your own business? How can you plan, build, 
and control your firm so that you will provide the coordinated manage- 
ment necessary for its success? 


Coordinated Management 


For Small Business 


EVER before in history was sound 

management more important than 
it is today. In prosperous times it is 
easy for us in management at all levels 
to become lax, yet that is the very time 
when management should be most 
vigilant.* 

Management is a fluid function which 
must change with its needs, develop- 
ment and growth. A business develops 
entirely different management problems 
as it rises or drops from one volume 
level to another and these problems re- 
quire entirely different knowledge for 
solution. With economic changes in our 
dynamic free enterprise economy, where 
competition is the order of the day, 
sound coordinated management is a 
must and facts and knowledge are just 
as vital as enterprise. 

You have no foundation for sound 
management unless you know the facts 
influencing your business, such as your 
market potentials, your production and 
sales abilities to obtain your share of 
potential business, how to coordinate 
your sales and production functions for 
profit planning, and how to utilize every 
square foot of space and every piece 
of equipment, your manpower, and all 
other attributes of your business to the 
fullest. 


* Digested, with the permission of the au- 
thor, from The Clifford C. James Coordi- 


nated Management Programs. 


The fact that the majority of small 
business failures come from poor man- 
agement, and not from lack of capital 
as many believe, indicates that full 
knowledge of the facts affecting your 
business is just as necessary for small 
business as it is for big business. Proper 
profit planning and control could save 
many businessmen, but many also lack 
the imagination to see that money must 
be spent to make money, so they just 
sit, waiting for business, using up their 
capital, and slowly bleeding to death 
financially. 

Let us look at a typical life cycle of 
a small business. How does a business, 
store, production service, or manufac- 
turing plant live or die? 

Stage 1 Money is invested in facilities, 
equipment, supplies, manpower, 
and promotion. There is little 
or no income. 

Stage 2 Enough business is done to pay 
part or all of the operating ex- 
penses. However, the business 
is still loaded with debts. 

Stage 3 The business is at the cross- 
roads. Additional effort and 
promotion are needed to build 
the business to a profit position, 
possibly a more efficient man- 
agement is needed, or more 
money. This is a point where 
the business can fail or begin 
to make real progress. 


By Clifford C. James 


Dean, School of Business, 
Industry, and Management 
University of Baltimore 
Baltimore, Maryland 


Stage 4 The business reaches a volume 
ceiling depending on such fac- 
tors as market potential, drive 
and ability of the owner or 
manager, and so on. The busi- 
ness generally continues on this 
level, showing a profit until 
management becomes lax, pro- 
motion becomes sterile, compe- 
tition keener because new busi- 


CLIFFORD 
Cc. 
JAMES 


A man of wide business experience, 
Clifford C. James has advised many 
large and small businesses throughout 
the United States and Canada on their 
marketing, public relations, and manage- 
ment problems. He was editor of 
Economic Forum and has written and 
spoken extensively on business and 
management subjects. He is Dean of 
the University of Baltimore's School of 
Business, Industry, and Management, 
which he founded in 1945. He conducts 
a popular Small Business Management 
Clinic over WBAL-TV and many seminars 
and workshops on management problems. 
He is President of the Baltimore Chapter 
of the Society for Advancement of Man- 
agement. 
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nesses come into the field with 
fresh ideas, up-to-date facilities, 
and equipment. 

Stage 5 The business is rapidly falling 
into an unprofitable position. 
Live competition entices cus- 
tomers away, volume drops, 
and morale becomes low. Stim- 
ulation is badly needed. 

Stage 6 Another crossroads is reached. 
New and energetic manage- 
ment, new market analysis, new 
advertising and sales appeals, 
and sound procedures and con- 
trols are needed to keep busi- 
ness alive and lift it back into a 
competitive profitable position. 
Otherwise, the business will 
soon drift below the profit line 
and into failure. 


SMALL BUSINESS ESSENTIALS 


There is little difference between the 
management requirements of a small 
business and a large business, as this 
life cycle of a small business shows. It 
is only the extent of the business that 
differs. 

As a small businessman, you must in- 
vest money to obtain adequate facilities 
and equipment and establish a sound 
financial operating basis. You must 
select, hire, train and supervise person- 
nel, if you only employ one stenog- 
rapher. You must purchase supplies, 
transportation, advertising, and every- 
thing else you use in your business. 

You must produce, manufacture, or 
handle products or services, and you 
must market the products or services, 
studying your market and risking your 
money in advertising and sales effort to 
obtain customers. You must deliver the 
product or service in satisfactory con- 
dition before you receive full payment. 

You must even build and maintain 
goodwill with the people of your com- 
munity, other businessmen, influential 
groups, and media of communication. 

In fact, as a small businessman it is 
even more vital for you to do these 
things efficiently. A big business hire; 
experts to administer each of these func- 
tions of management and they generally 
have consultants to see that proper con- 
trols are established and maintained. 
You may have to do many of these 
things yourself. And if you don’t make 
a profit you won’t last long. 

In order to see how you stand as a 
businessman, study the following ques- 
tions carefully and check them honestly 
in terms of your experience: 


PERSONAL FACTOR—Your personal 
attitudes and knowledge are vital 
to the success of your business. 

Are you capable of managing a busi- 
ness? 

Can you make decisions? 

Can you supervise others and get co- 
operation? 

Are you willing to argue for better 
terms? 

Have you sound judgment? 

Are you willing to sacrifice pleasure 
for long work hours? 

Is your family with you 100% ? 

Are you willing to “gamble” money 
in sales and advertising effort? 
ECONOMIC FACTOR—Economic con- 
ditions may greatly influence your 

business success. 

Is this a good time for your busi- 
ness? 

What is the economic outlook for 
future? 

Which territories offer best potentials 
based on economic growth and cur- 
rent conditions? 

Do conditions warrant expansion? 

Do conditions indicate need or op- 
portunity for diversification? 

PRODUCT OR SERVICE FACTOR— 
People buy things they need or 
want as a rule. 

Is your product or service a necessity 
or luxury? 

Is it up-to-date? Can it be improved? 

How does it compare with competi- 
tion? 

Is it properly packaged for protec- 
tion, for customer convenience, 
sales appeal, and cost? 

Do you offer adequate service? 

CONSUMER FACTOR — Your cus- 
tomer, his wants, likes and dislikes, 
income status and buying habits 
are also vital factors. 

Who are your customers or potential 
customers? 

What are their income levels, eco- 
nomic status? 

What are their age levels? 

Are they in occupations that offer 
steady work? 

Are their living conditions excellent, 
good, or poor? 

Do they pay cash or want credit? 

Are they good credit risks? 

Are they used to buying your grade 
of products or service? 

Are your products priced RIGHT for 
customers and competition? 

DISTRIBUTION FACTOR — Distribu- 

tion channels are the arteries be- 

tween the production heart of your 
business and your customers. The 


greater distribution you have the 
greater are your possibilties of 
success? 

Do you have adequate distribution? 

Are you using the best distribution 
channels? 

Are your territories well organized? 

Are they thoroughly covered? 

Do you have an adequate sales or- 
ganization? 

Are your salesmen well trained and 
efficient? 

Are your outlets getting and using 
your promotion material? 
Do you have a good service organ- 
ization? 
Are your discounts adequate and in 
line with industry? 

Are you able to make quick deliv- 
eries? 

Do you know your best shipping 
methods and costs? 

LOCATION FACTOR — Location is 
vital to many businesses, particu- 
larly retail stores. 

If retail or other service ... 

Is the location convenient for cus- 
tomers? 

How many potential customers are in 
your market area? 

Is competition normal? Are you get- 
ting your share of business? 

Is neighborhood improving or de- 
teriorating ? 

Is population in your area changing? 

If manufacturing .. . 

Is there plenty of good help available 
in area? 

Are you located in best place for mar- 
ket coverage? Shipping facilities? 
Tax position? 

FACILITIES AND EQUIPMENT FAC- 
TOR—A well planned plant and 
office, or store, painted in cheer- 
ful colors with modern equipment 
will improve the effiiciency of your 
staff, impress visitors and cus- 
tomers and save you money in the 
long run. 

Are your facilities adequate for 
efficient operation? 

Are they clean, neat, impressive? 

Is your plant and office equipment 
modern and efficient? 

Is your store efficiently laid out for 
customers convenience? 

Are you using the best time and cost 
saving systems available? 

Are your facilities and equipment 
being properly maintained? 

PERSONNEL FACTOR—A business is 
only as good as the people running 
it, so one of the most important 
essentials for success is an organ- 
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ization of loyal, hard working, in- 
telligent and cooperative employees 
and associates. 

Do you and your associates get along 
well together? 

Do your associates carry their end 
of the load? 

Are they capable of doing the job 
assigned them? 

Do you have adequate personnel for 
efficient operation? 

Is each person properly trained for 
the job? 

Is each person efficient in his job? 
Should some be fired? 

Do you pay well, average, below av- 
erage? 

Do employees like to work for you? 

Do you have good employee rela- 
tions? 

Do you offer incentives to employees? 

Do you have a retirement plan? 

Do you get to know employees and 
their families? 

SALES AND PROMOTION FACTOR 
—Advertising and selling is the 
lifeblood of business. If you hope 
to compete you have to spend 
money to make money. 

Have you a planned sales program? 

Do you operate on a sales budget? 

Do you use a sales kit? 

Have you a sales training program? 

Do your salesmen get paid for ac- 
complishment? 

Have you a planned advertising pro- 
gram and budget? 

Do you spend the money you should 
on promotion? 

Is your advertising good, poor, bad? 

You should merchandise your adver- 
tising—do you? 

MANAGEMENT FACTOR—Y our busi- 
ness cannot continue long without 
profit and the job of management 
of each department is to assure a 
profit. 

Do you have adequate working cap- 
ital or credit? 

Do you know your distribution and 
operating costs? 

Is each department paying its way? 

Are you making the best possible 
profit? 

Do you have sound cost controls? 

Do you have efficient purchasing 
and stock controls? 

Do you have standards for each op- 
eration? 

Do you have an efficient system in 
each department? 

Do you have proper operating re- 
cords? 

Do you have adequate insurance? 
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Is each department capably man- 

aged? 

Is there adequate coordination of 

each department? 

These are just a few of the many 
questions a small businessman should 
ask himself periodically analyzing the 
answers carefully, yet these factors 
alone do not assure business success. 
The most successful advertising and 
sales program is useless if the profits 
are eaten up in sloppy office procedures, 
wrong figuring by your estimator, or 
unforeseen production costs. In some 
businesses shipping costs alone can be 
so varied that if they are not controlled 
they could eat up most of the profit. 

That is why coordinated management 
is so vital to the small business man- 
ager. Only in this way can he control 
all operations of his business and see 
where he is going from day to day. 

You may ask, “How can a small busi- 
nessman with limited help control all 
these essential functions and efficiently 
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ADVANCED MANAGEMENT 


run a business?” This is the sixty-four 
thousand dollar question and coordi- 
nated management is the answer. It 
actually is a three-phase program, con- 
sisting of planning, building, and con- 
trolling. 

First, let us analyze PLANNING. You 
should plan your business for at least 
a ged ahead: 

© Analyze your market, determine 
its posibilities and what your po- 
tential customers want and can 
afford. 

Plan the selection of your products 
or services and your prices to ade- 
quately meet the desires of your 
market and its pocketbook. 

Set a sales quota based on your 
potentials. 

Determine your advertising needs 
and appropriate adequate money to 
do the job. Do the same with sales. 
Hold to your budget. 

Plan a coordinated advertising and 
sales program that has impact and 
appeal. Set up a schedule and stick 
to it. 

Plan your inventory to meet your 
needs, not your opinion. 

Plan your facilities, equipment, 
manpower and production to sales 
potential and ability for best profit. 
Coordinate your sales-production 
plans. 

Set up a budget covering each 
phase of your business so you will 
have a financial blueprint on which 
to operate. 

Plan for possible future financial 
needs for emergency or expansion. 
Establish sound policies to guide 
you and your associates and to let 
your customers know where they 
and you stand, 

Plan your facilities for most efh- 
cient operation. Make them at- 
tractive to workers, visitors and 
customers, 

Plan to grow with your community 
and industry. Make periodic 
studies of trends in community and 
industry. 

Plan to continuously improve your 
products or services. 

® Plan for profit—that is why you 

are in business. 

Now let us look at the BUILDING 
phase—by which I mean carrying out 
the functions of the plan. 

© It is important to have the proper 

associates and employees to carry 
our your policies and plans. 

© Determine the right type of adver- 

tising to use, the best media and 
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time, then set up a program. 
¢ Make your advertising do your 
missionary work so your salesmen 
can devote their time to prospects 
instead of suspects. Let the post- 
man represent you. A direct mail 
piece will do a selling job before 
and after a personal visit. 

Build an able sales organization 
and pay for accomplishment. 

Don’t forget you are also a sales- 
man. People like to do business 
with the boss. 

* Train your telephone operator and 
everyone representing you to tell 
your story the way you want it told 
—in a pleasant, helpful way. 
Make it a pleasure for people to 
visit your office, plant or store and 
do business with you. Let custom- 
ers know your policies, stick to 
them, and they will develop con- 
fidence in you. 

When in doubt, give your customer 
the benefit of the doubt. 

Make sure you are near adequate 
supply of good help and convenient 
to market and shipping facilities. 
If retail store, select growing loca- 
tion, convenient to customers. 

* Keep ahead of competition with 
better facilities, equipment, meth- 
ods, products, and service. 

Accept your responsibilities in the 
civic life of your community. 
Remember, building a business is 
a continuous job requiring sound 
advertising and public relations 
effort, backed by intensive selling 
and good service. It is a job in 
which every member of the team 
plays an important part. 

The third phase—CONTROLLING— 
is vital to your profit position—yet 
many small businessmen ignore this en- 
tirely. Without controls your business 
is like a ship in a fog without a com- 
pass—you may come out okay, but 
Heaven only knows where. 

You cannot keep accurate records on 
slips of paper in your pockets. You 
must have a system and that is the basis 
of controlling your business. 

* Budget each phase of your business 
and check the budget with monthly 
results. 

Budget and schedule your sales and 
advertising on a program basis for 
a specific period. Record sales in 
comparison to quota and previous 
years’ sales by types and price of 
products or services sold. 

Establish efficient office procedures 
so that you can put your hand on 


any transaction at any time by use 
of proper forms and tools. 

© Set up stock controls so that each 
item taken from stock will be auto- 
matically replaced or substituted. 
This will eliminate high inventories 
and dead stock. Take your loss 
quickly. 

® Establish time and cost standards 
on each of your operations that can 
be measured so that you will have a 
sound basis for estimating and 
profit control. 

© Use scheduling and control charts 
to plot your shop work so that you 
can see work progress from day to 
day. It gives you a record of job 
time, delivery, and actual cost 
against standard cost. This is just 
as profitable to a small business as 
to a large business. 

© Set up financial and credit con- 
trols. Analyze tax saving possibili- 
ties. Make sure you have adequate 
and proper insurance for all needs. 
Analyze tax saving possibilities. 

© Check possibilities of new scientific 


management methods, system and 
machines to improve efficiency and 
cut costs in office, plant or store. 

¢ Establish sound personnel controls 

to know personnel needs and labor 
costs under all conditions. 

You will probably ask, “How Am I 
Going to do All These Things?” 

The answer is that with system and 
sound controls you will find it much 
easier to run your business than without 
them . . . and above everything else— 
You Will Be Sure of Making a Profit. 

Coordinated management means that 
all departments of a business are co- 
ordinated to give better overall man- 
agement control. If you run a one-man 
business this means, of course, that you 
must divide yourself into a number of 
executives—sales manager, office man- 
ager, shop manager, etc., and you must 
run each job independently of the other. 
You must also coordinate and be gen- 
eral manager of all departments. If you 
have associates to manage these depart- 
ments you should concentrate on co- 
ordination and general management. @ 
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ADVANCED MANAGEMENT 


What is "the prime difference between the small business that grows 
and the one that fails?" To make progress, you must have trend lines 
which indicate the direction of your business. The ay to establish 


these is not on budgets or time periods, but on the 


asis of work 


standards. These enable you to weed out excess costs, to set up sound 
schedules and profit controls, and to manage your business efficiently. 


Is Small Business Managed? 


nd | CAN'T afford it,” says the small 

business manager when we talk 
about most any modern management 
tool. But he needs more of them than 
big business does to keep his doors 
open. It’s the small firms that fold up. 
The most frequent cause, according to 
reports, is lack of managing. 

Larry Appley states the basic problem 
as, “Today, we have to run like hell 
just to stay even.” That means we have 
to manage better—decide more quickly 
and be right more often. 

To manage better, you need measures. 
You need to know, and quickly, whether 
your decisions add to profit—or to loss. 
You want to measure results to see if 
performances come out as you planned. 

Before you can measure you must 
have some kind of yardstick. You may 
call it standard, budget or ratio. I think 
you need trend lines. My suggestion is 
that you should look beyond spot 
checks. My chief reasons are: 

1. Business volume changes with the 
weather and costs change as a 
result. 

2. Product mix changes with the 
whims of your customers and the 
degree of effectiveness of your 
selling efforts. 

3. Time periods change with our 
abortive calendar days, now fur- 
ther distorted with holidays and 
vacations. 
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With these variables, it seems silly 
to me to compare one period with the 
next. I think you need more reliable 
gauges. And considering changes, you 
need to know how current performances 
compare with what they should have 
been under current conditions of volume 
and mix. 

As I recall, Edgar Guest said it this 
way, “Success is what a man does with 
what he has.” To succeed, you need 
gauges that are better than budgets. 
The garden variety of budgets include 
many excess costs that I call “manage- 
ment errors.” These errors can be re- 
duced. What happens to these excess 
costs depends upon whether you deter- 
mine that it costs less to live with these 
errors, or to reduce them. 

To make the proper choice, you have 
to know where the leaks are and how 
much they cost. Therefore, if you think 
in terms of budgets, that’s all right. But 
remember, you should build up stand- 
ards to measure with from what costs 
should be instead of figuring backwards 
from what they have been. 

The underlying fundamental for 
measuring performance is stated in 
H. L. Gantt’s book, “Work, Wages and 
Profits.” He writes, “In connection 
with the man’s record, it is the most 
complete analysis we can make of the 
workings of a plant, and the one that 
will help us most quickly to bring into 
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their proper channels things that have 
gone haphazard.” 

This is the key to measures of per- 
formance in small and large business. 
To make this clear, let’s start with Alex- 


ander Heron’s explanation in “No Sale 
—No Job.” He tells us that “the em- 


1McGraw-Hill Book Company—1913 p. 288. 
*Harper & Brothers—1954 p. 83. 
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ployer acts as the agent for the worker 
in the task of selling the worker’s work 
for the customer’s dollars.” 

Notice, he does not say to sell prod- 
ucts. He makes no mention of radios, 
automobiles or toaster stoves. He says 
the employer’s task is to sell “work.” 
This I call “conversion.” 

Conversion is what we do in industry. 
We convert some materials we purchase 
into forms that our customers will buy. 
And the measure of our conversion is 
the man’s productive time. 

The man’s productive time brings to- 
gether the managing, engineering, 
scheduling, purchasing and tooling skills 
of your plant. His productive time is 
long or short according to how well 
your internal suppliers perform. 

Right away, we have to consider the 
difference between actual and “stand- 
ard” time. Actual time may be any 
amount. In contrast, standard time is 
some stated length that gives you a 
base line from which to measure. With- 
out some kind of standard times, you 


have no way of finding the cost leaks. 


WORK STANDARDS NEEDED 


So the primary measure you need is 
work standards in time. These should 
be the time required to do the opera- 
tions while working at “normal” pace 
under “normal” conditions. 

The “should be” excludes using past 
averages. The chief reason is that such 
times include management errors—the 
wasted effort you want to reduce. 

Besides, actual times do not measure 
output. And you should know how 
much actual time you do turn out in 
salable goods. Salable production is the 
final measure of industrial performance. 

Once you set correct standard times, 
you uncover two kinds of cost leaks. 
These are (1) lost time and (2) wasted 
effort. Lost time results from failures to 
plan. Wasted effort results from failure 
to specify and to follow up. Both inter- 
fere with turning out salable production. 
Both cause excess costs. 

These errors are always with us be- 
cause no plant can be run perfectly. 
For one thing, it would cost too much 
to attain perfection. For another, 
people run plants and people make mis- 
takes. And you should decide whether 
you can afford to “live with” the 
mistakes or to spend part of the lost 
money and time to reduce them. 

To sort out these “management 
errors,” consider first what should be 
your normal working conditions. These 


regulate the time it should take to turn 
out your production. Then you can set 
normal times for your normal condi- 
tions. 

Once times are set, you discover ir- 
regularities. Maybe these castings are 
too big or too hard. Perhaps those 
pieces won’t fit because they are too 
small or too large. 

Extra work is required. So extra 
time must be allowed. But you don’t 
get any extra pieces for the extra time. 
Therefore, the extra time is not produc- 
tive. Here is an excess cost. It reaches 
a much larger proportion in the small 
plants because too little time or skill is 
given to proper specifications. 

Again, with standard times, you find 
interferences. Materials are not ready. 
Tools are not available. Machines break 
down. The foreman is in a meeting. 
So the man waits. You lose production. 

Delays are not included in correct 
standards. Thus, waiting time should 
be reported as it occurs. Here is an- 
other excess cost and a loss in produc- 
tion. Machine tools are not working 
and so the overhead cost is high regard- 
less of what the figures show. 

A third gauge you gain from stand- 
ard times is the measure of the man’s 
performance. Does he work at the 
“normal” pace considering the allow- 
ances made for delay time and extra 
work when they occur? Is he skilled in 
his work? Has he been properly 
trained? Is he suited to his job? Is 
he interested? 

Measuring the man’s performance 
with standard times will not answer 
these questions. However, it will raise 
them if his performance is below stand- 
ard. Here may be another excess cost 
and loss in productivity. 


THREE VITAL MEASURES 


The three vital measures of work 
performance are: 

1. Standard time measures of salable 

output. 

2. Measures of lost time and wasted 

work. 

3. Performances of people on their 

work assignments. 

For each of these, I would set up 
trend lines by department and in total. 
Each week, new points may be added to 
each curve. 

The curve for output would reflect 
the volume of production being turned 
out. Along with this trend line, you can 
plot the standard time volume repre- 
sented by incoming orders. A com- 


parison of these two lines will point 
out when to change hours worked by 
the plant or the work force. 

Along with these, you should plot 
the curve of the total standard time rep- 
resented by shipments. Comparing this 
trend line with your curve of output 
will show if the work is standing around 
waiting for something. Failure to plan 
often causes the $10,000 partially as- 
sembled product to wait around for a 
5¢ lock washer. 

From these measures, you can set up 
other controls. For example, standard 
time measures of output supply a basis 
for inventory control. Remember that 
“value added” to material can be more 
readily and much more immediately 
controlled in standard time. 

The curves of waiting time and 
wasted work should be plotted as per- 
centages of the volume of output meas- 
ured in standard time. These two give 
you direct readings of percent excess 
costs or losses in production. 


PRODUCTIVITY INDICATOR 


With these or on another chart, you 
want to plot man performance. This is 
the indicator of productivity. And it is 
the vital adjuster needed for sound 
work scheduling. You must plan work 
at the rate it will be done. Otherwise, 
either it piles up between operations or 
people wait for work. 

You can utilize these same time stand- 
ards for two other vital controls. First, 
standards adjusted with man_ per- 
formance are used for sound work 
scheduling. In turn, good scheduling 
can reduce process time and inventory. 
More importantly, it helps to improve 
deliveries to customers without the ex- 
cess costs of expediting. 

Second, you can check your order 
cycles against your standard times to 
see how long the work sits between op- 
erations. Then you can tighten sched- 
ules. You can cut down the “cushions.” 
This will improve delivery promises, in- 
crease turnover and reduce inventory. 

At this point I would introduce an- 
other performance report. It can be 
made up every day to show how many 
orders are shipped late. Each day, or- 
ders shipped may be tallied to columns 
headed 1, 5, 10, 20, 30 days to show 
for that day how many fell into each 
of the lateness classes. 

As improvement is made, there are 
fewer tallies in the very late columns 
and more in the slightly late classes. 
The trend of your shipping performance 
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is apparent if this report shows each 
successive day as another added line on 
the same tally sheet. 

So much for production. Now let’s 
take a look at costs. You must get out 
production at reasonable costs or you 
go broke. Therefore, you need meas- 
ures of cost performance. 


CONVERSION COST CONTROL 


To begin, I suggest that you think of 
labor and overhead together—as con- 
version. The reason is that overhead 
as a percent of labor is misleading. It 
contradicts progress. In general, you 
can’t improve operations without spend- 
ing overhead dollars. Obviously, this 
causes both the amount and the rate of 
overhead to go up. The real test is 
whether you spend less to make im- 
provements than you save. 

Overhead plus labor divided by stand- 
ard time is the conversion rate. Many 
plants use this thinking when they 
quote in terms of eight or ten dollars 
an hour on work to be done for out- 
siders. 

Thinking in conversion cost gets away 
from worrying about the double jump 
in overhead rate that results, for ex- 
ample, from spending overhead money 
to reduce labor costs. 

Besides, overhead ratios are errone- 
ous. Ratios change with volume. This 
happens because there is a large con- 
stant cost in plant expense. Thus, when 
overhead is divided b; a small volume, 
the ratio is sure to go way up. 

Naturally, this constant expense 
affects conversion cost also. So to meas- 
ure performance, you should determine 
what the conversion cost should be over 
the range in volume you expect. This is 
done in three steps. 

First, plot your expenses against a 
volume scale of standard time. Then 
adjust your expenses to meet the plans 
you have in mind. Draw in your trend 
lines of expenses. 

Second, determine what production 
you expect to turn out in a normal year. 
Translate that volume into standard 
time. This enables you to read off your 
trend curves the expenses for normal 
volume. 

Third, divide your volume scale into 
your expense lines. This wiil give you 
a curve of conversion costs you can 
expect at any volume. Then as volume 
changes, your expenses are in control 
when your expenses per unit of stand- 
ard time compare favorably with your 
expected cost line. 
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The conversion cost for normal vol- 
ume is one point on this line. You could 
call this your “standard cost” of con- 
version. Looking at any cost as a 
standard is to say, “That’s what it 
should be regardless of volume.” Thus, 
you can draw a horizontal line through 
the normal cost point and establish 
another performance measure. 

This measure permits you to sep- 
arate the expense variance due solely 
to volume. Volume variance is the dif- 
ference between the horizontal line of 
cost at normal and the curved line of 
expected costs. When volume rises 
above normal, we expect a plus vari- 
ance and contrariwise. 

Conversion costs might be better or 
worse than you expected. Thus, there 
are performance variances too. There- 
fore, it is important to separate these 
two variances. Only then can you tell 
(1) how much of a cost change is 
caused by volume change and (2) how 
much by good or poor management. 

Now there is another angle to expense 
control that should be studied as your 
products become more diversified. For 
example, “Is your overhead the same 
for an assembly as for spare parts?” 
“No”, I say. For one thing, order 
processing through invoicing is several 
times more costly for the spare parts. 
Many other expenses like time-study 
and production control go up rapidly 
for small orders. The reverse may be 
true of engineering expense. 

Thus, I think you should (1) break 
down overhead by types of products, 
(2) assign each item of expense to the 
products that cause it, and (3) build 
up the volumes of standard times out- 
put in the same groupings. Then (4) 
you should divide expenses assigned to 
your several products by corresponding 
volumes in standard times to get your 
product conversion rates. As you would 
expect, management costs for different 
products will differ. 


PROFIT CONTROL 


You need such overhead breakdowns 
if your production is mixed. You can 
get very wrong cost answers with an 
average overhead rate for all but your 
average product. And in any small 
business it is vital to know where your 
profits are made—or lost. 

This allocation of overhead to spe- 
cific products is thoroughly practical. 
A 50 man plant has used it for years. 
Its results were so prompt and so use- 
ful to management and its costs of re- 
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porting so low that one of our largest 
corporations sent representatives to see 
how it was done. Another 150 man 
plant has made some major improve. 
ments in profit proportion since it took 
constructive actions from  cost-price 
facts brought out by this analysis. 


MATERIAL COST CONTROL 


You can do the most about con- 
trolling conversion cost. Your mate- 
rial is bought at competitive prices, 
Even so, you must control material 
wastes. Deliberately, I put material last. 
That’s because so many managers are 
mislead by percent figures that include 
material costs. Sales dollar measures 
of your management performance are 
perhaps the worst you can use. 

Nevertheless, material costs may be 
a large part of your sales dollar. So 
you must control them in two ways. 
First is to measure material wastes be- 
yond those required to make your prod- 
ucts. Also, avoid using any average 
waste percent. Some of your products 
may cause more waste than others. 

Second is to measure the difference 
between price standards you set up and 
prices you pay. Excesses in price may 
be due to failure to plan ahead. But 
the excesses should not be buried in ac- 
tual costs. You want a trend line to 
show how material prices are moving, 
both to anticipate changes in your 
product pricing and to measure the skill 
of your Purchasing Department. 

Finally, I suggest keeping trend lines 
by products for both price variances 
and usage variances to see what your 
progress is in controlling these im- 
portant parts of cost. 

Costs are the vital summaries of per- 
formances. They tell you whether or 
not you can compete successfully. Costs 
have to be less than your customers will 
pay you if you are to stay in business. 
You must make profits. Otherwise, all 
you get out of working is exercise. 

You need more realistic costs to guide 
your business decisions. You want to 
push your more profitable products and 
to reduce costs on those less profitable. 

To make progress, you must have 
trend lines that tell you “how you're 
doin’.” Set up the important gauges and 


-watch them. Take action when the cost 


leaks get out of your line of progress. 
And, to my way of thinking, this is the 
prime difference between the small busi- 
ness that grows bigger and the one that 
fails. This is the core of better man 
aging. 
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In the face of a rash of guaranteed annual wage plans, many companies 
will have to develop successful ways of stabilizing their sales, produc- 
tion, and employment. Rejecting the traditional stabilization techniques 
as too narrow, the authors propose "the approach to stabilization which 
emphasizes better management in all areas of the business and 
considers that expansion of the enterprise is basic to the achievement 


of stability." 


They discuss how long-range planning, product and 


productivity research, sales expansion, and creative management can 
actually provide a solid yet flexible foundation for a company in the 


future. 


Prerequisites For A 
Guaranteed Annual Wage 


HE achievement of stability now 
looms larger than ever as a problem 
confronting American business. The 
recent trend in industry to supplement 
unemployment compensation makes it 
clear that planning for stability of sales, 
production and employment will be one 
of the greatest challanges facing man- 
agement in the years ahead. An analysis 
of recent contracts providing supple- 
mentary unemployment compensation 
reveals that the number of contracts 
containing such provisions is increasing 
rapidly. Contracts providing supple- 
mentary unemployment compensation 
have already been negotiated in the fol- 
lowing industries: automobile, automo- 
bile parts, rubber, motor trucks, steel 
containers, farm equipment, aviation, 
and plate glass. This month the major 
steel companies are negotiating with the 
United Steelworkers, whose bargaining 
agenda includes supplemental unemploy- 
ment benefits. The purpose of this paper 
is to discuss some of the more important 
methods of stabilizing the sales, produc- 
tion, and unemployment of a company. 
Two companies in the steel container 
industry, American Can Company and 
Continental Can Company, already 
have signed contracts providing 52 
weels of supplementary unemployment 
compensation benefits to their em- 
ployees. These benefits, including un- 
¢mp'oyment compensation, in both cases 
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amount to 65% of take-home pay. While 
the payments to be made to employees 
are supplements to unemployment com- 
pensation, and while there is a maxi- 
mum limit to the funds, these plans are 
closely related to traditional guaranteed 
annual wage plans. Plans similar to 
those of Continental Can and American 
Can will become the goal of organized 
labor in the future. Such heavy obliga- 
tions would be a burden to companies 
which could not provide steady employ- 
ment. To meet this challenge many 
companies will have to search inten- 
sively for a successful approach to 
stabilization of sales, production. and 
employment. In this paper we shall 
outline an approach that can profitably 
be used by managers to increase stabil- 
ity in their firms. 

The traditional approach in studying 
the possibilities for stabilization within 
the individual firm is to investigate sev- 
eral so-called stabilization techniques. 
The following techniques are the ones 
proposed most often for the stabilization 
of employment: producing for stock, de- 
veloping a new product to fill in during 
slack seasons, training for versatility, 
transfer of workers, and making sea- 
sonal buying habits more regular. These 
techniques are useful and every well- 
managed corporation should apply them 
to its operations wherever such tech- 
niques are applicable. 


The W. E. Upjohn Institute for 
Community Research 
Kalamazoo, Michigan 


We believe, however, that limiting the 
search for stabilization measures to such 
techniques is too narrow an approach 
to the problem. Most companies will 
find it more profitable to emphasize 
management improvement in all areas 
of the business rather than to use only 
the standard stabilization techniques. 
Even the traditional stabilization tech- 
niques depend for their success on excel- 
lent management in those areas where 
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they are to be applied. Transfer of 
workers, for example, depends on good 
union relations to gain labor acceptance 
and on employment procedures which 
secure workers able and willing to per- 
form jobs other than those for which 
they were hired. Production for stock 
depends on sound sales forecasts and on 
good inventory control. Production for 
stock without sound procedures in these 
areas would be unworkable and might 


even endanger the survival of the com- — 


pany. The development of a new prod- 
uct to fill in valleys caused by seasonal 
demand likewise depends on good man- 
agement. Research and _ engineering 
must work closely with sales so that the 
new products developed will conform to 
consumer preferences. 

Another limitation to the traditional 
stabilization techniques is that they em- 
phasize what management can do to 
level out short-range fluctuations in the 
existing level of sales, production, and 
employment. Production for stock re- 
sults in smoothing out the existing level 
of production. Making customer buying 
habits more regular through such tech- 
niques as stimulating advance orders 
results in regularization of the existing 
level of sales. Flexible hours, sharing 
work, and deferring work likewise re- 
sult in dividing up the existing amount 
of employment. Such techniques are 
defensive measures aimed at adapting 
the firm to conditions as they exist. 


EXPANSION ESSENTIAL 


On the other hand, the approach to 
stabilization which emphasizes better 
management in all areas of the business 
considers that expansion of the enter- 
prise is basic to the achievement of sta- 
bility. This approach considers offensive 
as well as defensive measures to in- 
crease stability and, as such, is valuable 
in combating cyclical as well as seasonal 
fluctuations. 

It would be impossible to improve 
simultaneously every important area of 
management. For best results manage- 
ment should select areas in its business 
which hold the greatest promise for im- 
proving company stability. The areas 
selected may be different for firms in 
different industries. Creating new mar- 
kets, for example, may be the most im- 
portant problem of a firm in the chem- 
ical or mass production industries, 
which are characterized by high over- 
head costs; but design and consumer 
perferences may be most important in 
an industry such as women’s clothing. 
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Problems may vary also among firms in 
the same industry. In attempting to 
expand markets, one company may 
choose to expand by extending the 
geographical area in which goods are 
sold and another may choose to expand 
by reducing costs so that prices may be 
reduced. Each company must decide 
which factors are most important to it, 
considering its industry and the major 
characteristics of its business. 


KEY STABILITY AREAS 


While the approach to company 
stabilization will vary among different 
companies, there are several key areas 
which are likely to offer the greatest 
promise for improving stability. The 
remainder of this paper will be devoted 
to a discussion of these key areas, leav- 
ing the job of determining the proper 
emphasis to the individual reader. The 
following are considered by the authors 
to offer the greatest promise for increas- 
ing company stability: (1) long-range 
planning, (2) research on products and 
productivity, and (3) expanding and 
stabilizing sales. 

Long-range planning is essential to 
healthy growth and development of a 
company. It enables a company to bal- 
ance important objectives in the various 
phases of the business. Future require- 
ments must be balanced against present 
day needs. Often sacrifices need to be 
made today in order to assure long-run 
continuity of operation. There are many 
examples of long-range company plan- 
ning which illustrate this point. The 
United States Steel Corporation pur- 
chased the Mesabi Range 30 years prior 
to actual needs in order to assure itself 
of ore reserves important to the con- 
tinued operation of the company. The 
Crown Zellerbach Corporation has re- 
planted thousands of acres of forest land 
so that the supply of wood pulp 50 years 
hence will be assured. The American 
Pulley Company has established a 
funded reserve to offset the effect of 
cyclical on its business. 
Years before television became popular, 
the American Telephone and Telegraph 
Company started to provide the facili- 
ties required to service the television 
industry. Such long-range plans as 
these are fundamental to long-run com- 
pany prosperity. 

The successful solution to many busi- 
ness problems requires long-range plan- 
ning. Developing a new product, for 
example, often takes 10 to 15 years from 
the initial planning stage to finished 
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product. Constructing a new plant cer. 
tainly involves long-term planning, since 
the useful life of the plant may easily 
extend to 20 or 30 years. Advertising 
is often more effective if continued over 
a long span of time. Even building an 
effective dealer organization is likely to 
take 5 or 10 years. On such problems, 
managers are constantly making long- 
range decisions, whether they are mak- 
ing them consciously or unconsciously, 
To make sounder decisions on these im- 
portant matters management needs to 
place greater emphasis on long-range 
planning. 

Achieving growth while maintaining 
reasonable stability necessitates a thor- 
ough plan covering the major elements 
of the business. Major emphasis must 
be placed on developing new products 
and services, increasing productivity, 
and expanding and stabilizing sales. 
Other important areas which must be 
covered by long-term plans are finances, 
facilities, personnel requirements, and 
organization. While emphasis will dif- 
fer with each company, all of these 
areas are important for most companies. 
Omitting any one element may cause 
weaknesses which will retard the growth 
of the enterprise. 

To be effective, long-range plans must 
make provision for change. Long-range 
planning without a high degree of flexi- 
bility would be useless. No company 
can accurately make plans for 5 or 10 
years ahead. Plans must be restudied 
constantly, and revised as conditions 
change. Plans made with provision for 
change are possible of attainment, but 
those made without subsequent follow- 
up are likely to be abandoned. 


EMERGENCY READINESS 


A company’s plans must be flexible 
enough to meet emergencies as they 
arise. In a dynamic economy there is 
always the possibility of sudden change. 
Since the beginning of World War II, 
there have been almost constant de- 
mands to increase production. Wars 
and threats of war, combined with high 
consumer demand, have placed stress on 
manufacturing, engineering, and related 
activities. Along with a readiness to in- 
crease production, there must also be a 


readiness to change product lines. It 


now appears that cold war may last 
indefinitely. Such a situation requires 
constant readiness to switch from civil 
ian to defense production and_ back 
again. Many companies are now pro 
ducing both “guns and butter”; others 
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Editor Moves to Ronald Press 


poo H. JACKSON, Editor of Advanced Management and Publications 
Director of the Society for Advancement of Management, has accepted an 
editorial opportunity with The Ronald Press Company, New York publishers of 
nonfiction of all types, starting on June Ist. 


In his new position, Dr. Jackson will concentrate on the editing of business 
books, handbooks, and standard reference works, for which Ronald Press has 
established an outstanding reputation among business and professional people 
and educators during its fifty-six years in the publishing field. 


Dr. Jackson will bring to this new position his experience with Advanced Man- 
agement and the Society, and his former work as editor and business manager 
of the Journal of Industrial Training. Prior to this he had many years’ experi- 
ence in personnel, labor relations, and administrative positions with the New 
Britain Machine Company, the Columbia Broadcasting System, and the American 
Gas and Electric Company, as well as conference and teaching work with the 
New York State School of Industrial and Labor Relations at Cornell University 
and research work for the Columbia Broadcasting System. 


must be ready to change in the event of 
an emergency. 

Flexibility in planning must, finally, 
take into account the emergencies that 
may arise from sudden decreases in de- 
mand. A dynamic economy is charac-* 
terized by rapid growth and subsequent 
readjustment, and there is always the 
possibility of a sudden drop. In an 
economy where the consumer is king, 
there is always danger of a decline in 
the sales of an individual firm. 

One of the firm’s best resources for 
growth and stability in a changing 
world is an active product research de- 
partment. Many companies have invest- 
ed heavily in research to promote steady 
growth in their sales and profits. In a 
dynamic economy with growing popu- 
lation, changing age distribution, in- 
creasing per capita income, and rising 
standards of living, there will be con- 
stant change and improvement in prod- 
ucts. 


NEW PRODUCT RESEARCH 


As a result of increased efforts in 
tesearch by aggressive firms, there is 
sure to be an accelerated rate of tech- 
nological innovation in the future. New 
products, new services, new processes, 
and new materials will undoubtedly be 
marketed in increasing numbers. Estab- 
lished products of today will become ob- 
solete tomorrow. Survival and growth 
will depend on the ability of the in- 
dividual company to develop new and 
improved products and services. 

The importance of developing new 
prolucts has been illustrated in a study 
by Brookings Institution entitled “Big 


Business in a Competitive Society.” The 
following quotation from a summary of 
this study compares lists of the 100 
largest corporations in 1909 and 1948 
and suggests some of the factors that 
enabled 31 firms to remain in this select 
group during the entire period of study. 

“What stands out from the two lists 
—and the reader may develop variations 
on the theme merely by inspection—is 
the way in which the financial resources 
of Big Business have constantly shifted. 
The companies that have grown are 
those that have been able to convert 
technological progress into customer 
preferences. Few that have stuck to 
their traditional product lines—and 
none that have retained traditional meth- 
ods—have grown in stature either with- 
in the family of the 100 largest or in 
the economy as a whole. There is no 
reason to believe that those now at the 
top will stay there except as they keep 
fully abreast in the race of innovation, 
i.e., of competition.’” 

Increased productivity has been re- 
sponsible for much of the expansion 
which has taken place in the U. S. 
economy during the past 50 years. 
Numerous small changes in equipment, 
methods, processes, and management 
techniques enable firms to produce the 
same amount of goods with less man- 
power and equipment or to expand 
production using the same amount of 
manpower and equipment. The net effect 
of each change is small, but the cumu- 
lative effect of hundreds and thousands 
of such changes is considerable. These 
changes keep a company healthy, ever 
ready to expand. Consequently, in 
seeking methods of expanding and sta- 


bilizing operations, measures to increase 
productivity should be among the first 
ones considered, 


RESEARCH UPS PRODUCTIVITY 


Crawford H. Greenewalt, president of 
E. I. du Pont de Nemours and Company 
very aptly describes the role of research 
in increasing productivity. 

“We like, of course, to think about 
research in terms of the startling new 
product that springs from the test tube 
to the accompaniment of lyric headlines. 
At du Pont we like to talk about moist- 
ure proof cellophane, about neoprene, 
and about nylon. In addition to being 
fodder for good publicity, these develop- 
ments have certainly contributed largely 
to our corporate prosperity. In retro- 
spect, however, I doubt that such in- 
dividually spectacular accomplishments 
would account for as much as half of 
our growth over the last twenty-five to 
thirty years. 

“It is easy to overemphasize the new 
and in so doing to pay insufficient 
tribute to what might be called ‘bit-by- 
bit? research. By this I mean the day- 
to-day effort that produces results which 
over a short period seem inconsequen- 
tial, but which over the long run are 
extraordinarily important. It would be 
my guess that the average research man 
in the du Pont Co. would have to work 
for two or three lifetimes before being 
associated with a development that hit 
the headlines. He pays his way not by 
the spectacular but by the bit-by-bit 
process of incremental accomplishment. 

“To be more specific, let me mention 
the progress of cellophane. We enjoyed 
headlining the invention of the mois- 
ture-proofing process that for the first 
time put cellophane on its commercial 
feet. That was a spectacular and quite 
extraordinary development. On _ the 
other hand, during the last twenty-five 
years the output of a cellophane-casting 
machine has been increased sixfold, the 
output per man-hour fifteenfold, and the 
pounds produced per dollar of invest- 
ment have been increased sevenfold. 
And it is these results that have made 
cellophane the important product it has 
become today, that have put its price at 
a sufficiently low level to make it gen- 
erally useful. During any given year, 
process and product improvements, 
while solid and sure, are likely to be 
completely unspectacular. Over the 


1Kaplan, A.D.H., and Alfred E. Kahn. “Big 
Business in a Competitive Society,” FOR- 
TUNE, Section 2, 47 (February 1953). Pp. 14. 
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long term, however, they make the dif- 
ference between a static and a burgeon- 
ing economy.” 

While Mr. Greenewalt’s remarks deal 
with improvements in products and 
processes, they apply equally well to 
improvements in all areas of the busi- 
ness. Every company can assure itself 
of increasing productivity by carrying 
on a continuous management improve- 
ment program. Such a program will 
emphasize research in its broadest sense 
and should cover all facets of the enter- 
prise. Increasing productivity depends 
first of all on the competence and skill 
of management. It depends on effi- 
ciency of capital plant and equipment, 
and on good plant layout and flow of 
work. Increasing and stabilizing sales 
are important also because they enable 


*Greenewalt, Crawford H. “The Slow 
Steady Way of Progress,’ FORTUNE, 51 
(May 1955). Pp. 100-101, 198f. 


a company to utilize capacity. Produc- 
tion planning and control are essential 
to productivity inasmuch as they con- 
tribute to the best and cheapest method 
of production. Sound financial admin- 
istration is necessary, for without the 
proper type and amount of financing. 
new plant and equipment would be un- 
obtainable. And, finally, sound per- 
sonnel administration is essential to in- 
creased productivity because it makes 
possible a more effective utilization of 
human resources. 


COMPETITIVE MARKETING 
One of the best methods of obtaining 


company stability in a dynamic econ- 
omy is through continual expansion of 
the business. Growth companies are 
seldom beset by problems of unemploy- 
ment, idle capacity, and unprofitability. 
More often the managers of growth 
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ADVANCED MANAGEMENT 


companies are concerned with obtaining 
enough resources and manpower to keep 
the company growing. The dynamic 
American economy provides opportuni- 
ties for continuous growth for the ma- 
jority of business firms. Increasing 
population, increasing per capita in- 
come, new methods and new processes 
provide almost unlimited opportunities 
for expansion. 

Planning for stability, therefore, 
should place much emphasis on the 
function of marketing. The climax in 
the industrial process is the sale of the 
product to a consumer. All the plan- 
ning, product development, production, 
and merchandising are steps toward this 
end. Unless the product can be sold 
at a profit, the other phases of a com- 
pany’s operation must be curtailed or 
even terminated. These obvious truths 
indicate the importance of selling in 
enabling a company to survive and 
grow. Specifically, the sales manage- 
ment of a company has two important 
contributions to make: (1) to increase 
the volumc of sales, and (2) to provide 
reasonable stability in the level of sales. 


STABILIZING SALES 


While creativity is needed in all areas 
of management, nowhere is it needed 
more than in marketing. With the rise 
in the standard of living, more and 
more purchases are falling within the 
range of consumer choice rather than in 
the category of necessities. Competition, 
therefore, is not only among producers 
of the same articles, but increasingly 
among producers of widely different 
products. Television sets compete with 
dishwashers, power mowers compete 
with automatic washers, and all of these 
compete with the consumer’s desire for 
a second automobile. By effective pro- 
motion, therefore, a manufacturer can 
expand significantly the market for his 
products. 

In the difficult job of expanding and 
stabilizing the sales of a company, man- 
agement should be guided by an active 
market research program. Factors such 
as population trends, the marriage rate, 
and the redistribution of purchasing 
power, should have an influence on the 
development of marketing plans. Mar- 
ket research can make a contribution in 
these broad areas as well as in specific 
areas such as market potentials, con- 
sumer preferences, and distribution 
channels. 

in addition to raising the level of 
sales, management must be concerned 
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with reducing fluctuations in sales to a 
minimum. A factory using mass produc- 
tion methods cannot operate efficiently 
with marked fluctuations in volume. 
Heavy capitalization, high breakeven 
points, loss of skilled workers, and pay 
for laid off workers, are some of the 
factors which make fluctuations in pro- 
duction costly. 

In spite of efforts to increase and 
stabilize the level of sales, there will be 
periods in the experience of most com- 
panies when sales decline considerably. 
A wise management will be prepared for 
such periods. There should be advance 
planning as to what level of expenditure 
for sales promotion is appropriate dur- 
ing such periods. There is a tendency 
among many companies to reduce dras- 
tically expenditures for sales promotion 
during periods of business decline. Al- 
though such curtailment may be neces- 
sary in many cases, it may in other 
cases be quite unwise, since it results 
in reducing such expenditures at the 
very time when they may be most use- 
ful. In the recession of 1949, for exam- 
ple, many companies were successful ir 
combining increased promotion with 
lower prices to maintain and even raise 
the level of sales. 


GREATER CREATIVITY 


The degree of growth and stability 
achieved by a company depends to a 
great extent on the caliber of manage- 
ment personnel. The intense competi- 
tion which characterizes American in- 
dustrial activity puts a premium on 
creative management. Managers must 
be cognizant of the ever-changing na- 
ture of the economy, and must be able 
to adapt company operations to these 
changing conditions. 

The need for creative management is 
sure to increase in the years ahead. The 
pace of change, particularly as it affects 
the business manager, seems certain to 
be accelerated in the future. Automa- 
tion, increasing expenditures for re- 
search, the application of atomic energy, 
and new management techniques will 
increase the rapidity of change. 

There are many important factors 
that influence the creativity of in- 
dividuals: the free flow of information 
on company problems, opportunity to 
explore new ideas, some freedom from 
pressure of everyday work, and oppor- 
tunity for the individual to have a voice 
in ‘planning his work. The authors 
would like to emphasize one aspect of 
developing creativity, that of increasing 
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the participation of management and 
other employees in the search for new 
and creative ideas. In our work with 
individual firms we have found that 
efforts to increase participation are 
likely to lead to substantial improve- 
ment in the firm’s operations. 

Achieving growth and stability of 
company operations requires good 
ideas: ideas for new products and serv- 
ices which will create new markets; 
ideas for cost reduction which will en- 
able the company to lower prices; ideas 
for increasing efficiency which will in- 
crease profits and stimulate investment. 
These ideas, of course, are supplied by 
the employees of the business. 

An important aspect of planning for 
stability, then, is to increase the flow of 
ideas regarding improvements in basic 
operations of the company. One of the 
ways in which this can be accomplished 
is to encourage greater participation by 
employees at all levels. Few managers 
now obtain the degree of participation 
which is desirable. There is great po- 
tential for increasing the profitability 
and stability of a company by adopting 
such participation as a conscious goal. 
To do this, management must establish 
and maintain a climate which is favor- 
able to the stimulation of ideas. 

One important aspect of stimulating 
participation is to encourage suggestions 
from employees. The chief executive 
and others high in the management 
hierarchy should encourage subordi- 
nates to make suggestions for improve- 
ments in the company. Executives of 
many companies have been successful in 
creating a high level of participation by 
informally seeking out and listening to 
suggestions from subordinates. If it is 
generally known that employees are re- 
warded for their ideas, and if there is 
no fear of criticism or recrimination, a 
favorable climate for obtaining the best 
thinking of the entire organization will 


be established. 


Officers and other key people are 
more likely than rank-and-file employees 
to contribute important ideas for im- 


proving company operations. An ef- 
fective means of obtaining ideas from 
key people is to have a trained investi- 
gator conduct interviews with each of 
them. A program of interviews to stimu- 
late key people to contribute their ideas 
regarding improvements needed has 
been carried on by the authors in sev- 
eral companies. Broad questions con- 
cerning all phases of operations are 
used to stimulate management people to 
contribute ideas that have not been pro- 
posed through the regular organization 
channels. After the ideas are collected, 
a report containing the major ideas is 
prepared and presented to the head of 
the department studied and to the chief 
executive. Identities of persons making 
the suggestions are not disclosed. Pro- 
viding the opportunity for management 
personnel to express their ideas im- 
proves the climate of the organization 
in addition to providing worth-while 
suggestions for improvements in opera- 
tions. The guaranteed annual wage is 
the latest in a series of pressures on the 
American business firm, pressures which 
make production cutbacks extremely 
costly and hazardous. Management 
action to reduce fluctuations cannot be 
confined to the traditional techniques of 
business stabilization. It must extend, 
rather, to improvement in the function- 
ing of management itself, in all phases 
of the company’s business, 


STABILITY THROUGH GROWTH 


We have suggested three areas in 
which most companies are likely to find 
promising opportunities for improve- 
ment: (1) long-range planning, (2) re- 
search on products and productivity, 
and (3) expanding and stabilizing sales. 
The foundation of improvement in these 
three areas—and, indeed, in all other 
areas—is the creativity of management 
personnel. Managers who appreciate the 
importance of creativity will encourage 
employees at all levels to contribute 
their ideas for the improvement of the 
company’s operations. 

While a dynamic economy creates un- 
certainty and risk for enterprises, it also 
creates opportunity. Growth in popula- 
tion, increasing per capita income, new 
ways of living, and new technology pro- 
vide opportunities for aggressive firms 
to expand. Wise managers will seize 
these opportunities to achieve growth 
and stability for their enterprises. 
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